CRIGIRMAL

DIVISION OF CONSUMER ADVOCACY

Department of Commerce and
Consumer Affairs

335 Merchant Street, Room 326

Honolulu, Hawaii 96813

Telephone: (808) 586-2800 T =
I pis s, - gy
o = ¢
= = e
BEFORE THE PUBLIC UTILITIES COMMISSION Zc= = !
P= oo
OF THE STATE OF HAWAI Sz U oy
'
(W] o

In the Matter of the Application of
HAWAIIAN ELECTRIC COMPANY, INC.
For approval to modify the RBA Rate

Adjustment in its Revenue Balancing Account
Provision Tariff.

R M P T W

In the Matter of the Application of
HAWAI'I ELECTRIC LIGHT COMPANY, INC.
For approval to modify the RBA Rate

Adjustment in its Revenue Balancing Account
Provision Tariff.

R N T T

In the Matter of the Application of
MAUI ELECTRIC COMPANY, LIMITED

For approval to modify the RBA Rate
Adjustment in its Revenue Balancing Account
Provision Tariff.

A T g

Transmittal Nos. 18-01 (Decoupling)

Effective Date: June 1, 2018

Transmittal Nos. 18-02 (Decoupling)

Effective Date: June 1, 2018

Transmittal Nos. 18-03 (Decoupling)

Effective Date: June 1, 2018

DIVISION OF CONSUMER ADVOCACY’S
STATEMENT OF POSITION
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Pursuant to the Hawaii Public Utilities Commission’s (*“Commission’s”) Rules of

Practice and Procedure, Hawaii Administrative Rules (“HAR") §§ 6-61-61 and 6-61-62,

and various decisions, orders, and rulings of the Commission relevant to the annual



decoupling tariff transmittals,” the Division of Consumer Advocacy
("Consumer Advocate”) offers these comments for the Commission's consideration
based upon the review that the Consumer Advocate has been able to conduct thus far
of the decoupling rate adjustment filings submitted by Hawaiian Electric Company, Inc.
("Hawaiian Electric”), Hawaii Electric Light Company, Inc. ("Hawaii Electric Light"), and
Maui Electric Company, Limited (“Maui Electric”} (collectively, the “Hawaiian Electric
Companies”) on March 29, 2018. As in recent prior years, the Consumer Advocate is
again submitting its Statement of Position on a consolidated basis for all three utilities.
This year, the Hawaiian Electric Companies seek to implement RBA Rate
Adjustments to recover the following amounts within the June 1, 2018, through

May 31, 2019, recovery period:?

f See, for example, Final Decision And Order And Dissenting Opinion of Leslie H. Kondo,
Commissioner, Docket No. 2008-0274 (filed on Aug. 31, 2010) ("2008-0274 Decision and Order”);
Decision and Order No. 31908, Docket No. 2013-0141 (filed on Feb. 7, 2014), Order No. 32735,
Docket No. 2013-0141 {filed on Mar. 31, 2015); Order No. 34514, Docket No. 2013-0141 (filed on
Apr. 27, 2017); Order No. 32866, Tariff Transmittal Nos. 15-03 {Hawaiian Electric Company, Inc.
(*"Hawaiian Electric")), 15-04 (Hawaii Electric Light Company, Inc. ("Hawaii Electric Light")),
and 15-05 (Maui Electric Company, Limited {*Maui Electric”)) {(Consolidated) (filed on
May 28, 2015); Order No. 34503, Tariff Transmittal Nos. 17-02 (Hawaiian Electric), 17-03 (Hawaii
Electric Light), and 17-04 (Maui Electric) (Decoupling} (Consoclidated} (filed on Apr. 18, 2017).

2 The RBA tariff states, “The recovery through the RBA Rate Adjustment of a RAM Revenue
Adjustment calculated for a calendar year that is also a rate case test year shall terminate on the
effective date of tariff rates that implement a Commission approved base revenue level
authorized in the Company's test year rate case.” Similarly, the RAM tariff states, "The RAM
Revenue Adjustment established for a RAM Period calendar year that is also a rate case test
year shall terminate on the effective date of tariff rates that are implemented pursuant to a
Commission Decision & Order for that test year, unless otherwise specified below.” Therefore,
the amounts to be recovered by Maui Electric for the RAM component of the RBA rate is
expecied to be modified by rate orders to be issued later this year in Docket No. 2017-0150 .
(Order No. 356333 scheduled the interim decision and order for 8/13/2018). The RAM component
of the RBA rate for Hawaii Electric Light and Hawaiian Electric were medified by rate orders
issued in pending rate case proceedings, Docket Nos. 2015-0170 (Interim Decision and Order
No. 34766 and Order No. 35419) and 2016-0328 (Interim Decision and Order No. 35100 and
Order No. 35335), respectively.
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Proposed RBA Adjustment $000 Existing Percent

Target
2018 2017 Increment Rev. Change
HECO RBA 54,032 47 442 6,589 658,471 1.0%
RAM 13,828 13,828 658,471 2.1%
Total 67,860 47 442 20,417 658,471 31%
HELCO RBA 3,972 3,312 660 163,499 0.4%
RAM 6,638 3,242 3,396 163,499 2.1%
Total 10,610 6,554 4,056 163,499 2.5%
MECO RBA 6,085 2,876 3,209 148,357 2.2%
RAM -16,429 14,088 2,341 148,357 1.6%
Total 22,514 16,964 5,550 148,357 3.7%
Note: Excludes MECO's Embedded Tax Act Adjustments
TOTAL RBA 64,089 53,631 10,458 _ 870,327 1.1%
RAM 36,894 17,330 19,565 870,327 2.0%
Total 100,983 70,961 30,023 970,327 3.1%

This table illustrates seyeral points for consideration by the Commission.
First, the RBA and Rate Adjustment Mechanism {(*‘RAM"} amouﬁts are calculated on a
cumulative rather than an incremental basis. In order to determine the “incremental”
amounts of change now being proposed, it is necessary to compare the absolute

amounts proposed in the Hawaiian Electric Companies’ 2018 tariff transmittals to the
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cumulative RBA and RAM increases that were approved last year.®> Second, unlike the
prior year, the RBA recovery rates approved for the 2017 tariff transmittals provided
insufficient recovery and resulted in a net increase in the all three utilities’ RBA balances
during the recovery period. This outcome requires an increased recovery rate for the
RBA balance for éll three of the utilities.* When the new RBA recovery amounts are
combined with the proposed RAM increases for the three utilities, the Hawaiian Electric
Companies have collectively proposed a $30.0 million, or about 3.1 percent overall
incremental increase in recorded adjusted revenue. Notably, these amounts do not
include incremental adjustments recommended for Maui Electric's prospective target

revenues for Tax Cuts and Jobs Act (“Tax Act”) benefits.®

3 Since interim decisions and orders in the recent rate cases filed by Hawaii Electric Light (Docket
No. 2015-0170) and Hawaiian Electric (Docket No. 2016-0328) were issued in 2017 with
subsequent revisions in 2018 related to the 2017 Tax Act, the cumulative RAM amounts in
their 2018 tariff transmittals represent two and one-year changes, respectively.

4

This change in the RBA balance during 2017 can be observed at Schedule B for each utility.
Amounts recovered through Commission-approved RBA rates can be observed in column (f} of
Schedule B, while new monthly deferrals for the monthly difference between target and
recorded-adjusted revenues can be ohserved in the “Variance to RBA" amounts in column ().

In Transmittal 18-03 at page 18, Maui Electric describes its recalculation of 2012 test year
revenue requirements applying lower federal tax rates and other Tax Act changes, resulting in
a $5.907 million reduction in target revenues prospectively, as well as a pro-rated $2.4 million
reduction to the RAM for recognition of retained tax savings since January 1, 2018.
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This year, the RAM Cap served to constrain the RAM increases that would
otherwise be implemented for Hawaiian Electric and Hawaii Electric Light, reducing the
RAM amounts by about $11.1 million and $62 thousand, respectively.® In contrast, the
traditionally calculated RAM increase for Maui Electric was below the calculated RAM

Cap, such that no Cap constraint was imposed for Maui Electric.”

I BACKGROUND.

Prior to 2014, RBA rate adjustments were prepared by the Hawaiian Electric
Companies in general compliance with the Commission’s initial decoupling rulings
within 2008-0274 Decision and Order, which provided for implementation of annual RBA
rate revisions after review and comment by the Consumer Advocate and Commission.
The initial Commission-approved decoupling framework was modified on an interim
basis by the Commission’s Decision and Order No. 31908, issued in Docket
No. 2013-0141 on February 7, 2014. The modifications at that time limited increases in
the Rate Base RAM to 90 percent of the calculated amount above the prior year Rate

Base RAM and mandated reductions in the RBA interest rate, with interest to be applied

At Hawaiian Electric Schedule A1, the traditionally determined cumulative RAM was reduced
from $24,971,625 to $13,827 909 by the RAM Cap. Similarly, at Hawaii Electric Light Schedule
A1, the traditionally determined cumulative RAM was reduced from $6,699,547 to $6,637,843 by
the RAM Cap.

At Maui Electric Schedule A1, lines 1 through 6 summarizes the traditionally calculated RAM
of $16,428,671, which is below the RAM Cap of $18,555,303 summarized at lines 7 through 9.
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on a net-of-income taxes basis.® Then, with the issuance of Order No. 32735, further
modifications to the decoupling regime we}e implemented, including the insertion of a
RAM Cap mechanism, limiting annual increases in target revenues through the RAM
mechanism to not exceed the percentage change in Gross Domestic Product Price
Index (“GDPPI").

A series of complex implementation issues arising from Order No. 32735 were
presented for consideration by the Commission in the 2015 decoupling transmittals.
These issues involved how to properly determine and apply the basis for the new RAM
Cap, including annualization of depreciation and amortization expense, treatment of the
interim 90 percent rate base factor within the basis for the Cap, accounting consistency
problems caused by changed clearing account procedures that shifted costs from
‘expense to capital and whether historical or projected GDPP! values should be used to
quantify the Cap peréentage. Order No. 32866 addressed each of these issues and
has been relied upon by the Hawaiian Electric Companies and the Consumer Advocate
in preparing and evaluating the pending RBA/RAM filings.

‘ The Hawaiian Electric Companies have calculated and applied the RAM Cap

for 2018 at 2.10 percent above prior year 2017 target revenues within the pending tariff

8 Decision and Order No. 31908, at Ordering paragraph 3, states, "The Commission orders the
HECQO Companies to revise their decoupling tariffs to provide that the amount of any "Rate Base
RAM - Return on Investment Adjustment’ {"Rate Base RAM Adjustment”) applied to the
determination of Target Revenues and the RBA Rate Adjustment in accordance with the existing
RAM tariffs shall include the entire effective Rate Base RAM Adjustment from the prior year, plus
ninety percent of the amount that the current RAM Period Rate Base RAM Adjustment exceeds
the Rate Base RAM Adjustment from the prior year. If the prior year is a rate case test year, the
amount of the Rate Base RAM applied to the determination of Target Revenues and the RBA
Rate Adjustment shall be ninety percent of the RAM Period Rate Base RAM Adjustment.”

“Trans. Nos. 18-01, 18-02, and 18-03 6



transmittals. ® The use of forecasted rather than historical measures of GDPPI growth
for this purpose was approved by the Commission in Order No. 32866 as one of several
clarifications of the prior decoupling investigation Order No. 32735.'¢ Other adjustments
to the RAM Cap basis were approved by the Commission in Order No. 32866 that also
impact the determination of the RAM Cap within the utilities’ 2018 tariff transmittals.
These include annualization of depreciation and amortization based upon actual prior
year-end plant in service balances'' and an adjustment imposed to recognize the
expense reduction impact of changes to the Hawaiian Electric Companies’ Energy
Delivery and Power Supply clearing accounts, in determining the RAM increase and
RAM Cap.? The Consumer Advocate has verified that the Hawaiian Electric
Companies have properly reflected these adjustments in determining the Target
Revenues subject to escalation and the RAM Cap for 2018 within Schedule J of the

tariff transmittals.'3

See Schedule J and WP-C-002 where the RAM Cap percentage is documented for each of the
Hawaiian Electric Companies, based upon the consensus projected growth in GDPPI published
by Blue Chip Ecenomic Indicators. The RAM Cap dollar amount is then applied within Schedule
A1 at line 6 (HECO), line 5 (HELCQ) and line 7 (MECQ).

10 Order No. 32866, Tariff Transmittal Nos. 15-03 (Hawaiian Electric), 15-04 (Hawaii Electric Light),
and 15-05 (Maui Electric) {Consoclidated), at 16.

1 Order No. 32866, Tariff Transmittal Nos. 15-03 (Hawaiian Electric), 15-04 (Hawaii Electric Light),
and 15-05 (Maui Electric) (Consolidated), at 7-9. This adjustment was approved after the
Commission clarified its intent to use 2014 year-end actual plant in service balances to calculate
depreciation and amortization expense in determining the RAM Cap.

12 Id. at 11-15. The interim rates currently in effect for Hawaiian Electric (Docket No. 2016-0328)
and Hawaii Electric Light (Docket No. 2015-0170) include in base rates the changes to the
Hawaiian Electric Companies’ Energy Delivery and Power Supply clearing accounts implemented
in 2014. At Schedule A1, Tariff Transmittal No. 18-03 shows a reduction for these clearing
changes for Maui Electric, since no interim order has yet been issued in Docket No. 2017-0150.

13 See Maui Electric Schedule J, at lines 2 and 6.
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The base rates of Hawaii Electric Light Company and Hawaiian Electric
Company have been adjusted to account for the revenue requirement impacts resulting
from the Tax Cuts and Jobs Act (“Tax Act’) with Docket Nos. 2015-0170
and 2016-0328, respectively. The Parties’ Stipulated Settlement on Remaining Issues
in Docket No. 2016-0328 provided for reductions in interim base rates for both utilities,
applying a series of agreed-upon principles to address Tax Act benefits on an
accelerated basis for ratepayers.'® The Settlement noted that, “Maui Electric Company
does not have interim rates in place at this time. Therefore, the recognition of Tax Act
impacts will be addressed within Maui Electric Company’s pending rate case, Docket
No. 2017-0150 and as Exogenous Tax Changes within decoupling RAM rate
calculations submitted and reviewed for implementation on June 1, 2018."'* Schedule
A of the Maui Eilectric Company decoupling transmittal reflects a downward adjustment
of $2.44 million captioned “2Q17 Tax Reform Act Adjustment .(1/1/18 - 5/31/18)" to
account for the estimated Tax Act savings c;ccurring since the beginning of this.year that
have not been returned to cus{omers, based  upon an estimated annualized savings
of $5.907 million prorated for 151/365 days expiring before new RBA rates are made

effective.’® Additionally, changes have been made within the RAM calculation logic to

14 Docket No. 2016-0328, Parties' Stipulated Settliement on Remaining issues dated March 5, 2018,
Exhibit 1 at 19-23.

15 Id., page 22.

16 Transmittal 18-03, Schedule A, Note 3. The Company's proposed adjustment is based upon
MECO base rates approved in Docket no. 2011-0082 based upon a 2012 test year, as more fully

explained in Transmittal 18-03 at pages 18-19.
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incorporaté the reduced federal income tax rate and other provisions of the Tax Act that
impact RAM revenue requirements."’ |

Two specific adjustments are proposed by the Consumer Advocate to the RAM
increases calculated within the Hawaiian Electric Companies’ transmittals.'® The first
adjustment would conditionally remove Hawaiian Electric's proposed inclusion of
Schofield Generatiné Station (“SGS8”) investment that is included as a Major Capital
Project addition in Schedule D3, because separate recovery of the SGS revenue
requirement is pending before the Commission in Docket No. 2017-0213 through the
Major Project Interim Recovery (“MPIR”) mechanism. The Company has quantified the
RAM reduction impact of removing SGS investments at $7.2 million, reducing the
traditional RAM from $24.9 million to $17.7 million.'® However, because of the $13.8
million RAM Cap applicable to Hawaiian Electric's RAM in 2018, _the removal of this.
investment does not impact Hawaiian Electric’'s proposed RBA rate.

The Consumer Advocate's second adjustment revises the amount of Maui

Electric's proposed Exogencus Tax for Tax Reform Act benefits for the period from

7 Schedute D employs a lower "Income Tax Factor” in column {f) to reflect the reduced FIT rate, as

documented in footnote 1. Schedules D1, D4, F and F1 also reflect the reduced FIT rate under
the Tax Act and Schedule E reflects a new "Amortization of ADIT Excess Req. Liability” credit to
return excess ADIT balances resulting from Tax Act revaluation to ratepayers over prescribed
amortization periods set for in the Stipulated Settlement Agreement in Docket No. 2016-0328.
18 The Consumer Advocate's review and the Companies’ responses to informal information
requests CA-IR-21 and CA-IR-35 revealed small errors in labor cost escalation rates and
Accumulated Deferred Income Tax balances that impact Hawaiian Electric’s and Hawaii Electric
Light's RAM calculations only slightly, and not enough to impact RBA rate calculations due to the
RAM Cap that is applicable to the HECO and HELCO RAM calculations in 2018, In the interest
of administrative efficiency, these relatively immaterial’ adjustments are not described or
quantified because they have no impact upon the required RBA rate changes.

19 HECOQ response to Consumer Advocate informal CA-IR-33. The traditional RAM of $24.9 million
appears at Schedule A1, line 5.

20 gee Schedule A1 and Schedule J.
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January 1, 2018 to May 31, 2018, which does impact the net RAM increase and
resulting RBA rate proposed by Maui Electric. These adjustments are described in
detail in the Discussion section below.

Two RAM and RBA tariff issues are raised in the Hawaiian Electric Companies’
tariff transmittals submitted in 2018. First, with the issuance of interim orders in recent
rate cases for Hawaii Electric Light Company and Hawaiian Electric, there was a reset
of target revenues and the Companies have proposed conforming revisions to the RBA
Rate Adjustment Mechanism tariff to formally allow the determination of RAM Cap
target revenues to be based on the results of the Company’'s most recent inferim or final
rate case decision.?’ Then, in Order No. 35372 issued on March 29, 2018 in Docket
No. 2016-0328, the Commission indicated a need to revise the RBA tariff upon approval
of the pending decoupling Transmittals to show the Target Revenue currently in effect,
as approved in the most recent general rate case. The Consumer Advocate has
reviewed and is in agreement with these changes, as more fully discussed under “Tariff

Issues” in the Discussion section that follows.

l. DISCUSSION.

The Hawaiian Electric Comp.';inies’ calculation of proposed RBA Rate
Adjustments in 2018 again includes two elements, the recovery of December 31, 2017
RBA balances and the RAM calculated (or capped) increases to such target revenues.
As noted above, proposed rate increases are needed for the RBA recovery component

of the overall RBA Rates for all three utilities, because recovery of last years

21 See Attachment 1A of Transmittals 18-01, 18-02 and 18-03 containing redline edits to tariffs.
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(December 2016) recorded RBA balances was less than new RBA deferrais
representing under-recovery of targeted levels of during 2017. As of
December 31, 2017, the accumulated RBA balance to be recovered represents a
cumulative revenue shortfall of $54.0 million for Hawaiian Electric, $4.0 million for
Hawaii Electric Light, and $6.1 million for Maui Electric Company.??

With respect to the RAM element of the RBA rate adjustment, for 2018, the
Hawaiian Electric Companies have proposed incremental RAM increases of $13.8
million for Hawaiian Electric, $3.4 million for Hawaii Electric Light, and $2.3 million for
Maui Electric, driven by calculated increases in the O&M RAM, the Rate Base RAM —
Return on Investment and the Depreciation & Amortization RAM Expense for each

company, with RAM Cap limitations for Hawaiian Electric and Hawaii Electric Light.?3

A. REVIEW OF THE REVENUE BALANCING ACCOUNT.

The revenue balancing account is maintained to accumulate the differences that
occur each month between: 1) the target level of base revenues that the utility has
been authorized to charge, and 2) the comparable amount of monthly recorded adjusted

revenues that were actually earned and charged to customers. The revenue balancing

22 See Schedule A, at line 3. These amounts include revenue taxes added to the recorded RBA
balances at December 31, 2017, as set forth at Schedule B for each utility.

23 Excludes Maui Electric’ Tax Act adjustment at Schedule A, line 7. Because an interim decision

and order has not yet been issued to incorporate the 2017 Tax Act savings in base rates for Maui

Electric, Schedule A shows a separate line 7 to incorporate the estimated cumulative amount of

such savings for the period January 1 through May 31, 2018 into the 2018 RBA rate adjustment

calculations.

Trans. Nos. 18-01, 18-02, and 18-03 11



process is relatively simple to understand in concept and has been succinctly defined
within the RBA Tariff 24

Unfortunately, considerable complexity is involved in isolating the amount of
recorded adjusted base revenue that was actually earned from serving customers each
month, so as to exclude each element of non-base revenues and to properly restate for
billing adjustments and error corrections impacting current and prior periods.
Contributing to this complexity is the necessary inclusion of monthly accounting
accruals and reversals for estimated unbilled revenues that are recorded in addition to
all of the actual billed-basis revenue transactions and adjustments, because of the
requirement within Generally Accepted Accounting Principles for each of the Hawaiian
Electric Companies to report financial results on an accrual-basis of accounting.

RBA accounting is limited to base rate revenues. Therefore, it is necessary to
isolate and remove the revenues associated with each of the many other revenue
tracking mechanisms that have been authorized by the Commission for separate
recovery of fuel, purchased power, energy efficiency funding, DSM/IRP, REIP, and
other targeted cost recoveries, which result in distinct billed and unbilled revenues each
month to derive the residual amounts of “recorded adjusted” base revenues subject to

RBA reconciliation. A high-level summary of the many complex elements of this

24 According to Paragraph A: PURPOSE within the Revenue Balancing Account {(*RBA") Provision

tariff, “The purpose of the Revenue Balancing Account ("RBA") is to record: 1) the difference
between the Hawaiian Electric Company's target revenue and recorded adjusted revenue, and 2)
monthiy interest applied to the simple average of the beginning and ending month balances in the
RBA." In paragraph C, a single sentence defines recorded adjusted revenues, stating, "The
recorded adjusted revenue is defined to include the electric sales revenue from authorized base
rates, plus revenue from any authorized interim rate increase, plus revenue from any RBA rate
adjustment, but excluding revenue for fuel and purchased power expenses, |RP/DSM, any
Commission Ordered one-time rate refunds or credits or other surcharges, and adjusted to
remove amounts for applicable revenue taxes.”
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monthly calculation of recorded adjusted revenues can be observed within Schedule B2
of the decoupling template calculation that is submitted by each of the Hawaiian Electric
Companies in support of the proposed annual RBA rate adjustment.

Because of this complexity and the potentia‘l for significant errors, the Hawaiian
Electric Companies have continued to maintain detailed reporting and internal review
requirements to help ensure that the complex entries made each month to the RBA
account are accurate and complete. Detailed monthly workpaper “Packets” are
prepared to document Hawaiian Eiectric's analysis in supbort of the RBA entries that
are recorded each month, as included within pages 9A, 9A.1, and 9A.2 of the Monthly
Financial Report that is submitted to the Commission. These monthly RBA information
Packets are submitted to the Consumer Advocate and contain written responses to
prescribed information requests that highlight any changes in procedures, billing errors
or corrections, or other unusual transactions impacting the RBA entries or balance.
Hawaiian Electric has also maintained its internal review and data validation processes
to reduce the risk of errors in the recording of revenues that are subject to decoupling
reconciliation. In addition, periodic internal audit reviews and annual agreed upon
review procedures performed by Hawaiian Electric’'s external auditor are undertaken to
ensure the integrity of RBA ‘accounting procedures of the Hawaiian Electric Companies.

The Consumer Advocate is continuing to review the RBA calculations within
Hawaiian Electric's decoupling filing, the monthly informational packets and responses
to informal information requests, but at this time has identified no needed adjustments
to the December 31, 2617 recorded balances as submitted by the Hau{aiian Electric

Companies.
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B. REVIEW OF RAM - CONSUMER ADVOCATE PROPOSED
ADJUSTMENTS.

The Hawaiian Electric Companies’ proposed RAM Revenue Adjustment amount
is comprised of the O&M RAM, Rate Base RAM - Return on Investment, and the
Depreciation and Amortization RAM Expense, as §ummarized on SchedUles A and A1
in the Hawaiian Electric Companies’ tariff transmittals. As noted previously, the overall
RAM adjustment each year is limited by the RAM Cap approved by the Commission in
Order No. 32735, which serves to restrain overall RAM increases to the level of general
inflation‘, as measured by forecasted GDPPI.

Based upon the Consumer Advocate's review to date, there appear to be only
two exceptions to the Hawaiian Electric Companies’ tfraditional RAM calculations

for 2018 that require Commission attention, as more fully described below.

1. Schofield Generating Station.

Hawaiian Electric’'s RAM Rate Base Adjustment, at Schedule D1 (line 32) and
supported by Schedule D3, sets forth a lsingle 2018 Major Project
Addition $141,570,000 for the Schofield Generation Station (“SGS"). This amount for
the SGS investment is only included within the end of period rate base and has no
impact upon the Depreciation and Amortization RAM Adjustment calculations appearing
on Schedule E, because depreciation of SGS would not commence until 2019.

In pending Docket No. 2017-0213, Hawaiian Electric has proposed specific
recovery of its SGS investment through the Major Project Interim Recovery (“MPIR”)
mechanism that was established within Order No. 34514 in Docket No. 2013-0141. The

Consumer Advocate's Statement of Position filed on January 17, 2018, in Docket
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No. 2017-0213 proposed several revisions to the Company's asserted revenue
requirement associated with SGS and stated:

In summary, the Consumer Advocate has concluded that the SGS Project

should be found eligible for recovery through the MPIR mechanism and

consistent with the established MPIR Guidelines, as explained herein.

However, the level of costs proposed by HECO for recovery through the

MPIR should be revised downward and the procedures proposed by

HECO for implementation of MPIR surcharges through the Revenue

Balancing Account ("RBA”) mechanism should be modified to ensure that

just and reasonable charges result from such surcharges. Additionally,

MPIR recovery should not be allowed to commence prior to receipt of

signed attestation by senior management that the SGS Project is fully

functional and available for dispatch at design capacity and heat rate
parameters, along with a detailed reporting of the status.of all remaining
reliability testing and punch list issues that remain unresolved to achieve

Substantial and Final Completion pursuant to contracts.?®
The Commission has not acted in Docket No. 2017-0213 at the time the instant
Statement of Position was prepared.

In order to avoid duplicate recovery of SGS-related revenue requirements,
Hawaiian Electric’'s investment in this facility should not be included within both the RAM
mechanism and the MPIR mechanism. To achieve consistency with its position taken in
Docket No. 2017-0213, the Consumer Advocate submits that SGS should not be
treated as a major project for inclusion in Hawaiian Electric’s 2018 RAM calculation. in
response to informal CA-IR-33, Hawaiian Electric revised its 2018 decoupling template
to quantify the removal of SGS from therein, resulting in a reduction in the traditionally
calculated Rate Base RAM -~ Return on Investment of approximately $7.2 million, due to
the reduction in the SGS major project addition, net of related deferred taxes. A copy of

this response is included as Attachment 1 to this Statement of Position.

25 Docket No. 2017-0213, Division of Consumer Advocacy Statement of Position Regarding
Hawaiian Electric Company’'s Proposed Major Project Interim Recovery Mechanism Schofield
Generation Station Cost Recovery dated January 17, 2018, at page 6.
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Schedule A1 of Hawaiian Electric’'s 2018 decoupling template calculation reveals
that the Company's traditionally calculated Total Adjusted RAM Revenue Adjustment
of $24.97 million exceeds the RAM Cap for 2018 of $13.83 million by more than $11
million. Because of this result, removal of the SGS-related revenue requirement from
‘Hawaiian Electric's traditionally calculated RAM does not change the allowed RAM
Revenue Adjustment on Schedule A of the template calculations. Thus, removal of

SGS from Hawaiian Electric’'s RAM does not reduce the required RBA rate adjustment.

2. Maui Electric Company Exogenous Tax Act Adjustment.

As noted above, both Hawaii Electric Light Company and Hawaiian Electric have
received interim base rate orders that recognize the ongoing revenue requirement
impacts of the Tax Act. For these two utilities, target revenues in Schedule B1 have
been reduced tq' reflect reduced revenue requirements under the Tax Act and revisions
elsewhere within the decoupling template calculations have been made to conform the
RAM calculations to the reduced federal income tax rate under the Tax Act, accounting
for termination of bonus tax depreciation and the amortization of excess accumulated
deferred income tax balances.?®® However, Maui Electric’s circumstances are different
because recognition of Tax Act impacts is pending final resclution within Docket
No. 2017-0150 where an interim order has not been issued. Provision was made within
the Parties’ Stipulated Settlement on Remaining Issues in Hawaiian Electric’'s rate case,
Docket No. 2016-0328, for Maui Electric to treat the Tax Act as Exogenous Tax

Changes in MECO's 2018 decoupling RAM rate calculations submitted for

26 See for example Hawaiian Electric’'s Transmittal 18-01 at page 18.
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implementation on June 1, 2018.27 However, the Stipulated Settlement on Remaining
Issues did not specify exactly how the decoupling RAM rate calculations would be

performed.

Maui Electric proposes to reach back to the Company’s last completed base rate
case to quantify the incremental impact of the Tax Act. Transmittal 18-03 states:

Because an interim decision and order has not yet been issued,
determining the impact of the Tax Act on Maui Electric’s currently effective
rates would require applying the new corporate tax rates to the 2012 test
year revenue requirement. Exhibit 2 of this Transmittal provides the results
of operations for the Maui Electric 2012 test year recalculated according to
the reduction in the corporate income tax rate from 35% to 21% and the
exclusion of the domestic production activities deduction (“DPAD”), as set
forth in the Tax Act. The resulting revenue requirement is $412,980,000.
Exhibit 1 of this Transmittal compares the 2012 test year results of
operations with the lower Tax Act corporate income tax rate against the
Maui Electric final 2012 test year results of operations approved by Order
No. 31352 in Docket No. 2011-0092 and shows that Maui Electric's
currently effective rates approved in the 2012 test year rate case would
decrease by $5,907,000.%8

This $5.9 million annual value for Tax Act impacts is applied at Schedule B1 to reduce
the line 1 base rate Approved Rate Level value from $416.8 miIIio_n to $410.9 miilion for
prospective determination of Target Revenues starting June 1, 2018 (after inclusion of
cumulative RAM increases). Transmittal 18-03 also states:

In order to provide customers with the Tax Act reductions back to
January 1, 2018, Maui Electric used the $5,807,000 reduction amount to
calculate the Daily Revenue Impact and multiplied that amount by 151
days, the number of days from January 1 through May 31, 2018. This
method is consistent with the formula used to calculate the Daily Revenue
Impact of the Tax Act, as provided in Exhibit 1, page 22, of the Parties’
Stipulated Settlement on Remaining Issues jointly filed by Hawaiian Electric

27 Docket No. 2016-0328, Parties’ Stipulated Settlement on Remaining Issues dated March 5, 2018,
Exhibit 1 at 22-23.

28 Transmittat 18-03 at 18.
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and the Consumer Advocate in on March 5, 2018, and as proposed by the

Consumer Advocate (and corrected by Division of Consumer Advocacy's

Errata to Simultaneous Testimonies and Exhibits regarding the Amended

Statement of Issues Filed on February 14, 2018, filed on

February 27, 2018) in Docket No. 2016-0328. The exception is that the

Company used a comparison of revenue requirement runs to calculate the

impact of the lower corporate income tax rate and the exclusion of the

DPAD, as explained above. The total reduction for that period would

be $2,443,718 which appears on line 7 of Schedule A of Attachment 2.2°
This daily pro-rate calculation creates the $2.44 million further adjustment for the “stub”
period from January 1 through May 31 of 2018 during which only shareholders have, to
date, enjoyed the benefit of Tax Act savings at Maui Electric.

The Consumer Advocate has reviewed the Company's Exhibit 1 calculations and
agrees that the $5.9 million downward adjustment to 2012 test year revenue
requirements calculated therein reasonably quantify the impact of the Tax Act federal
income tax rate change and loss of the Domestic Production Activities Deduction in that
prior test year. Additionally, the Consumer Advocate concurs in the Company's
proposal to reduce target revenues on Schedule B1 by this amount prospectively,
starting in June of 2018. However, for the “stub” period of January 1 through May 31
of 2018, the Company’s proposed daily pro-rate of this amount does not fully quantify
the value of the Tax Act during this period. From January 1 through May 31, Maui
Electric's approved revenue requirement and target revenues included not only the
base rate revenues established in Docket No. 2011-0092, but also included the
. cumulative RAM revenue increase in effect in those months. The reduced federal

income tax rate benefit must also be applied to the RAM element of approved target

revenues being recorded by Maui Electric for these periods.

29 id.
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In Docket No. 2011-0092, base rates for Maui Electric were established that
provided a return on rate base that totaled $393.4 million.3° The equity elements of the
return on this rate base are the principal determinant of the $5.9 million reduction in
revenue requirement that is calculated in Maui Electric's Exhibit 1. However, in each -
year subsequent to the 2012 test year, the Corunpany’s target revenues were increased
through the decoupling process and the Rate Base RAM Adjustment — Return on
Investment. By January of 2018, these Rate Base RAM Adjustments were providing
target revenues and a larger taxable income stream, based upon $47.4 million in
additions to average rate base captured in the Company’s 2017 decoupling filing.3! In
order to determine the Tax Act savings applicable to January 1 through May 31, 2018, it
is necessary to recognize that the Company’s approved target revenues and taxable
income subject to the lower federal income tax rate are larger because of the growth in
rate base earning a return on investment.

In response to informal CA-IR-17, the Company provided calculations requested
by the Consumer Advocate to recognize that target revenues have reflected RAM
adjustments in the years subsequent to the 2012 test year as illustrated on Schedule
B1. These calculations clearly show that the reduction in the pretax rate of return
of 1.51 percent, when applied to the cumulative change in rate base being
compensated through the 2017 RAM filing in January through June of 2018 (before
the 2018 filed RAM changes are effective) would add $786 thousand to the $5.9 million

Tax Act calculations Maui Electric has improperly limited to the 2012 test year. A copy

30 See Maui Electric Tariff Transmittal Exhibit 1 "Average Rate Base" for the 2012 test year.

31 See Schedule D1 of MECO's 2017 decoupling template (Revised 5-22-17) provided in response
to Informal CA-IR-4. ,
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of the Company’s response to CA-IR-17 is included as Attachment 2 to this Statement
of Position. It should be noted that in CA-IR-17,32 Maui Electric quantifies the ongoing
Tax Act benefits within the cumulative Rate Base RAM at $1.22 million, which is
additive to the Company's calculated 2012 base rate savings of $5.9 million. However,
this cumulative RAM benefit is included in target revenues onl_y prospectively, starting in
June of 2018. This does not eliminate the need to recognize the prior year 2017
cumulative Rate Base RAM revenues that are being realized by the Company during
the “stub” period January through May 2018.

Maui\Electric proposes that 151/365 days of the $5.9 million quantified in
the 2012 test year, or $2.44 million, should serve as a reduction to the RBA rate
" calculated on Schedule A to account for the “stub” period Tax Act savings in 2018.
When corrected to account for the cumulative Rate Base growth compensated through
RAM increases as of the Company's 2017 decoupling filing, the $5.9 million value
grows to $6.7 million annually, resulting in an increase in the “stub” period value
from $2.44 million to $2.77 million.*® This change reduces the Company’'s proposed

RBA Rate Adjustment to 1.8954 cents per KWH.**

32 The Consumer Advocate has not yet fully reviewed the responses to informal CA-IR-36 and -37,
which were received on May 9, 2018.

33 $5.907 million per MECb Exhibit 1, plus $0.786 million from CA-IR-17 Attachment 1 in column F2
equals $6.693 million. 151/365 days times this amount is $2.769 million.

34 The Total RBA Revenue Adjustment at Schedule A line 8 becomes $19,744,670 when line 7 is
changed to $(2,768,885).

4
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C. TARIFF MODIFICATION ISSUES.
Two decoupling tariff modification issues are raised by the Hawaiian Electric
Companies in their RBA rate adjustment tariff transmittals this year. They include:

. Insertion of the words “interim or” within the definition of the revenue basis
for the RAM Cap, to clarify updating the RAM Revenue Adjustment Cap
should occur at the time a new revenue requirement is determined in
either an interim or final rate case decision, and

. Inclusion of a table within the RBA tariff showing the computations
supporting the Commission-approved level of Annual Target Revenue, as
directed by the Commission in Order No. 36372 issued March 29, 2018 in
Docket No. 2016-0328.

The Consumer Advocate supports Commission approval of these Company-proposed
changes for the reasons described herein. |

With respect to including reference to “interim or” final. rate orders to administer

the RAM Cap, it is appropriate to recognize that in rate case proceedingé the input
values used to define traditional RAM calculations are comprehensively updated within
newly established target revenues. It is therefore essential that the RAM Cap
computations employ consistent input values, in order to avoid Cap limitations that may
inadvertently reduce revenues from levels approved in a recent interim rate order.

The inclusion of a Target Revenue computation table adds transparency to the

RBA accounting process and highlights changes to target revenues when they occur.
The Consumer Advocate supports the added transparency and clarity achieved by this

disclosure within the tariff.
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D. ADMINISTRATIVE MATTERS.

1. On-Cost Clearing Allocation.

With the issuance. of interim decisions and orders for HECO (Docket
No. 2016-0328, ID&0O No. 35100 and Order No. 35335) and HELCO (Docket
No. 2015-0170, ID&O No. 34766 and Order No. 35419), the effect of the change in the
Energy Delivery and Power Supply On-Cost clearing allocation process has been
included in the determination of O&M expense included in base rates. As a result, the
RBA/RAM filings for HECO and HELCO no longer require a separate RAM adjustment
to ensure that the O&M reduction associated with that change are passed on to
ratepayers.

Since an interim decision and order has not yet been issued in the pending
MECO rate case, MECO Schedule A1 continues to show an adjustment for the change
in on-cost clearings in quantifying the Total Adjusted RAM Revenue Adjustment. Once
the change in the on-cost clearing allocation process is included in base rates, this

adjustment will no longer be required in future RBA/RAM filings.

2, Depreciation Settlement Agreement {(Docket No. 2016-0431).
On March 23, 2018, the HECO Companies and the Consumer Advocate filed a
Stipulated Settlement Agreement in Docket No. 2016-0431 proposing negotiated
depreciation and amortization rates for Commission review and approval. In response
to Informal CAl-IR-19, the HECO Companies discuss the planned timing of when the
once-approved settlement depreciation/amortization rates and the related CIAC

amortization would be recognized for RAM purposes:
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In MECO’s pending rate case (Docket No. 2017-0150), the Company filed muitiple
revenue requirement scenarios one of which recognized and incorporated MECO's
proposed depreciation rates in setting base rates.35 In response to CA-IR-167,% MECO
provided additional calculations quantifying the impact of the settlement on the amount
of depreciation and amortization and related CIAC amortization that would be recorded
in 2018, if the Commission approved the Stipulated Settlerlnent Agreement. In
MECO'sr2018 test year rate case, the Consumer Advocate also sponsored an

adjustment to include the effect of the Stipulated Settlement Agreement in the

As stipulated in Docket No. 2016-0431 — Hawaiian Electric Companies
and Parties’ Depreciation Rates Stipulated Settlement Agreement, page 2,
item (6), the Companies and the Consumer Advocated propose to
incorporate the new depreciation and amortization rates and revised CIAC
amortization period once approved by the Commission, and would
coincide with the effective date of the interim or final base rates approved
in the subsequent rate case for each Company that incorporates the new
depreciation and amortization rate and revised CIAC amortization period
in its test year revenue requirement. Subsequent to the implementation in

‘each Company's respective rate case, the new depreciation and

amortization rates and revised CIAC amortization-period would be applied
in Schedules E and G in the next annual decoupling filing following that
rate case.

calculation of the change in revenue requirement.®’

35

36

37

See MECO-2508 through MECO-2516 {Docket No. 2017-0150).

See the responses to CA-IR-167 (Docket No. 2017-0150), specifically the supplemental

responses designated 4/5/2018 and 4/9/2018.

See Exhibit CA-102, CA Adjustment C-21 and the Consumer Advocate's response to MECO/CA-
IR-103. Applying the Stipulated Settlement Agreement depreciation and amortization rates to
MECO’s 2018 test year rate case would increase the amount of depreciation/famortization
expense net of CIAC amortization to be recorded in 2018 and included in the 2018 test year by

about $5.6 million.
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In response to Informal CA-IR-20, the HECO Companies did not perform a
detailed calculation of the impact of the Commission approval of the Stipulated
Settlement Agreement on the resulting net depreciation and amortization expense to be
recorded in 2018. However, the response did provide a recap of HECO-S-101 (based
on 2015 recorded plant balances) and included amounts for MECO on a comparable

basis for informational purposes.3®

Ref. HECO-S-101 Existing Rates Settlement Rates Change
Page 2 - HECO $122,296,540 $122,505,185 $208,645
Page 8 — HELCO 40,561,345 36,294,804 (4,266,541)
Page 6 - MECO 24,934,272 30,371,623 5,437,351
Totals $187,792,157 $189,171,612 $1,379.455

The amounts of change presented in the above table do not represent the actual impact
the Stipulated Settlement Agreement would have on the amount of change in
depreciation and amortization expense that each Company would record in 2018 if
approved by the Commission. But, as noted by the HECO Cor.npanies in response to
tnformal CA-IR-20, “[tihe Company believes the results are indicative of the direction
and magnitude of the impact of compan.'ing the Existing vs. Settlement Agreement rates
as Maui Electric reflected similar results using recorded December 31, 2017 plant
balances [reference omitted].”

Assuming the change amounts depicted in the above table are reasonably
representative of the change resulting from application of the settlement depreciation
and amortization rates to actual plant balances at year-end 2017, each of the HECO

Companies will be uniquely impacted by implementation of the settlement. HECO

38 The table provided in response to Informal CA-IR-20 has been slightly modified and expanded to
include total and net change amounts for informational purposes.
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would experience a slight increase in depreciation expense. HELCO would realize a
significant reduction in depreciation experlmse, not quite offsetting the significant increase
to MECO. If depreciation changes in these approximate amounts were implemented for
RAM purposes in 2018: HECO's RAM Revenue Adjustment would remain limited by the
RAM Cap; HELCO's RAM Revenue Adjustment would fall below the RAM Cap, which is
currently a limiting factor, and MECO’s RAM Revenue Adjustment would rise above the

RAM Cap, which is currently not a limiting factor.

3. Customer Benefit Adjustments.

In quantifying the O&M RAM Adjustment on Schedule C (Tariff
Transmittal 18-01), HECO Schedule C1 provided a breakdown O&M expense between
labor and non-labor components. Footnotes 2, 2b and 3 of Schedule C1 identify
Customer Benefit Adjustments as reducing expense by $10,023,000 and refer to
Commission Order No. 35335 for additional support. A review of Order No. 35335 and
the related Parties’ Stipulated Settlement on Remaining Issues filed March 5, 2018,

reveals that the $10,023,000 amount is comprised of two items:

, Customer Benefit Gross-Up

Amounts (000's) Adjustment (1.09751)
Net Pension Regulatory Asset Reduction $5,467 $6,000
Baseline Plant Additions “Holdback” 4,556 5,000
Totals $10,023 $11,000
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HECO Schedule C1 shows these Customer Benefit Adjustments as reductions to
non-labor O&M expense for purposes of applying the inflation indices on Schedule C.
In response to Informal CA-IR-34, the HECO Companies explained that the Customer
Benefit Adjustments were treated “as a reduction to non-labor O&M because the
adjustment is not linked to any specific O&M component énd non-labor O&M is the
single largest component of O&M." Becausg neither of the Customer Benefit
Adjustments shown in the téble above are clearly identifiable as being labor-related

costs, the Consumer Advocate concurs with Hawaiian Electric’s proposed treatment.

4. LANAI CHP (MECO Transmittal No. 17-04).

Referring to 2017 RBA/RAM Transmittal No. 17-04, Maui Electric filed an original
and a revised RBA Rate Adjustment dated March 31, 2017, and May 5, 2017,
respectively. In its responsive Statement of Position, the Consumer Advocate explained
that both the original and revised MECO transmittals included in the beginning and end
of period RAM Rate Base (Schedule D1 at Note 1) amounts for the Lanai CHP within
net plant. The Consumer Advocate also explained (referring to Informal CA-IR-32) that
the Lanai CHP addition to rate base was included in the Company's 2012 test year rate
c;.ase (Docket No. 2011-0092)* allowing rate base recognition of the Lanai CHP system
plant investment of $3.5 million less accumulated depreciation, rather than the cost of

the direct financing lease treatment required for public financial reporting.

39 The Lanai CHP issue first arose in MECO’s 2010 test year rate case (Docket Nd. 2009-0163) and
was resolved in the settiement agreement in that case (filed June 21, 2010).
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In Transmittal No. 17-04 at MECO-WP-D1-002, page 2, Maui Electric explained
that the CHP system incurred extensive/irreparable damage due to fire on
March 6, 2015. Although the CHP system was removed from service at that time, the
Consumer Advocate's Statement of Position stated that Maui Electric included the net
book value of the investment in rate base and expects the unit to return to service in
November 2017. In that Statement of Position, the Consumer Advocate recommended
the removal of the net investment and related depreciation expense from the 2017
RBA/RAM filing. In the pending Maui Electric rate case, MECO-1214 describes the
differences in CHP accounting for financial reporting and ratemaking purposes,
including the damage caused by the fire on March 6, 2015, and states that the CHP unit
was returned to service on September 5, 2017 .40

Since the Lanai CHP has returned to service and accumulated depreciation
balance set forth in Note A of Schedule D1 includes depreciation for all months since
the CHP unit was initially placed in service, 'the Consumer Advocate does not propose

any adjustment at this time.*

40 Also see Maui Electric responses to CA-IR-397 and CA-IR-398 (Docket No. 2017-0150)
regarding the CHP unit.

H In Transmittal No. 17-04, the Consumer Advocate proposed removing the CHP unit from rate

base and observed that Maui Electric had recorded no depreciation since the unit was taken out
of service in March 2015. These issues of concern to the Consumer Advocate regarding the
Lanai CHP unit, in the context of Transmittal No. 17-04, are no longer applicable. The CHP was
returned to service in 2017 and the accumulated depreciation reserve, as presented on Schedule
D1 and supported by MECO-WP-D1-002, reflects depreciation for all months since the was
initially placed in service. '
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l. CONCLUSIONS AND RECOMMENDATIONS.

For the reasons set forth herein, the Consumer Advocate recommends that the
calculated adjustment to revenues proposed by the Hawaiian Electric Companies in its
Transmittal Nos. 18-01, 18-02, and 18-03 should be approved, subjec to the
modification described herein applied to the revised RAM calculations of Maui Electric.

DATED: Honolulu, Hawaii, May 11, 2018.

Respectfully submitted,

By -.D"‘-—— Md-:‘——-
DEAN NISHINA
Executive Director

DIVISION OF CONSUMER ADVOCACY
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Attachment 1
Trans. Nos. 18-01, 18-02, and 18-03
PAGE 1 OF 28

INFORMAL CA-IR-33
2018 RBA RATE FILING

INFORMAL CA-IR-33

Ref: Schedule D3 (Schoficld Generation Station). What dollar impact did inclusion of Schofield
Generation Station have upon Hawaiian Electric’s traditionally calculated Rate Base RAM and
Depreciation/Amortization RAM? Please provide calculations supportive of your response.

Hawaiian Electric Companies’ Response:
See Attachment 1 of this response for the 2018 Decoupling Template revised for the exclusion of
the Schofield Generation Station as a 2018 Major Project plant addition. Changes to the
respective schedules and cells have been highlighted in yellow.

The Rate Base RAM — Return on Investment decreased by $7.2 million due to the
reduction in major project additions and related deferred taxés. There was no change to
Depreciation & Amortization RAM Expense because dépreciation expense is recorded beginning

in the year after an asset is placed in service, therefore, depreciation expense is zero in year 1

(i.e., 2018).



HAWAIIAN ELECTRIC COMPANY, INC.
DECOUPLING CALCULATION WORKBOOK

Attachment 1

Trans, Nos. 18-01, 1802, and 18-03

DETERMINATION OF 2018 REVENUE BALANCING ACCOUNT RATE ADJUSTMENT

Page 2 of 28

Line No. Description Relerence Amount Rate Amount
(a) (5] (e) [C)]
RECONCILIATICN OF ABA BALANCE:
1 RBA Prior calendar yeat-end balance Schedule B § 49,231,536
2 Revenue Tax Factor Schedule C 1.0975
3 Revenue for RBA Balance 54,031,611
RATE ADJUSTMENT MECHANISM "RAM" AMOUNT:
4 Total RAM Revenue Adjustment Allowed (Note 2) Schedule A1l 13,827,909
5 EARNINGS SHARING REVENUE CREDITS - 2018 ROE: Schedule H -
6 PUC-ORDERED MAJOR OR BASELINE CAPITAL PRO.JECTS CREDITS: Schedule | -
7 TOTAL RBA REVENUE ADJUSTMENT Sum Col. {d) 67,859,520
8 GWH SALES VOLUME ESTIMATE JUNE 2018 - MAY 2019 HECO-WP-A-001 6,556.200
] RBA RATE ADJUSTMENT - cants per kWh Note (1) 1.0350
10  MONTHLY BILL IMPACT @& 600 KWH 6.21
MONTHLY BILL IMPACT & 500 KWH 518
Note (1): 2018 RBA Rate Adjustment Breakdown Rate Adjustment Percentage
Col. (d) cents per kWh Share
RBA Balance $ 54,031,611 0.82412999 79.6227%
RAM Amount . % 13,827,909 0.21091347 20.3773%
Earnings Sharing Revenue Credits $ - 0.00000000 0.0000%
Major or Baseline Capital Projects Cradits $ - 0.00000000 0.0000%
§ 67,859,520 1.03504346 100.0000%

Naote (2): Total RAM Revenue Adjustment Allowed is the sum of the RAM Cap + Exceptional and Other Projects. See Order No. 32735,
fited March 31, 2015, paragraph 107, page 94, which states that the Total RAM Revenue Adjustment is 10 be comprised of the RAM Cap

plus recovery of Exceplional And Other Matters.
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Page 3 of 28
HAWAIIAN ELECTRIC COMPANY, INC.
DECOUPLING CALCULATION WORKBOOK
DETERMINATION OF TOTAL RAM REVENUE ADJUSTMENT ALLOWED
Line No. Description Refsrence ) Amount
(a) {b) (e}

RAM REVENUE ADJUSTMENT DETERMINED ACCORDING TO EXISTING TARIFFS AND PROCEDURES
1 O&M RAM Schedule C $ 4,358,860
2 Rate Base RAM - Retumn on Investment Schedule D 3 5,107,088
3 Depreciation & Amortization RAM Expanse Schedule E 3 8,231,502
4 Total RAM Revenue Adjustment $ 17,697,450
5 Total Adjusted RAM Revenue Adjustment [ $ 17,697,450 |

RAM REVENUE ADJUSTMENT CAP
6 RAM Cap for 2018 RAM Revenue Adjustment Schedule J $ 13,827,808
7 Pius: Exceptional and Other Matters Schedule K $ -
8 2018 Cap - Total RAM Revenue Adjustment (Note 2) | $ 13,827,909 |
9 Total RAM Revenue Adjustment Allowed (Note 1) Lesser of Line 6 or Line 9 | $ 13,827,909 |

To Sch A
Note 1 RAM Revenue Adjusiment Allowed:

See Order No. 32735, filed March 31, 2015, paragraph 106, page 94:

*The RAM Revenue Adjustment to be applied to determine effective Target Revenues will be the lesser of (a) the RAM

Revenue Adjustment determined according to existing tariffs and procedures or {b) a RAM Revenue Adjustment Cap

("RAM Cap) to be calculated as specified.”

Note 2 Total RAM Cap:

See Order No. 32735, filed March 31, 2015, paragraph 110, page 96:
*The RAM Cap will apply 1o the entire RAM Revenue Adjusiment including the D&M RAM, Rate Base RAM (including -
Major Capital Projects and Baseline Projects), and the Depreciation and Amortization RAM."
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Page 4 of 28
HAWAIIAN F} ECTRIC COMPANY, INC.
DECOUPLING CALCULATION WORKBO0OK
SUMMARY OF ACCUMULATED REVENUE BALANCING ACCOUNT
Tax-effected

Recorded Adjustment lor Balances
Line Baginning Target Adjusted Variance 10 Prlor Year Subject to Intersst at Ending
No. Month Balance Ravenues Revenue RBA RBA recovery  Adjustment Interast 1.765%/year Balance

(a) (b} tc) (d) (8) [} (g} () 0] 0]

Monthly ABA Balance and Activity (Monthly PUC Rpt., Pg. 9A)

1 2016 December § 42607398 & 48957962 § 445278090 $ 4430153 § (3.644.438) $ (4878) $ 26,204,788 § 38,215 § 43,226,450
2 January 2017 Adjustment - Note (1) § 1,182
3 FEVISED 2016 December
4
5 2047 January $ 43226450 § 48009823 § 43,237,808 $ 4771815 § (3.587,935) § 1,162 § 28,769,364 $ 39039 $ 44,450,531
6 February $ 44,450,531 § 43,030,848 § 40,425,191 $ 2605657 S (3275174) $ - $ 268950,325 § 39,303 $  43,820917
7 March $ 43820317 § 48009823 § 45789848 $ 2218875 § (3.750,510) § [9,468) $ 26296546 § 38349 & 42,318,663
-] April $ 42318663 § 46468574 § 44302813 $ 2,165761 § (3677,660) § 8205 % 25385726 & 37,035 $ 40,852,085
g May $ 40,852,085 § 50024842 § 46273239 $ 3751803 § (3,857,908 $ 7043 § 24528374 $ 36354 § 40,789,183
10 June $ 40,789,183 §& 51,184359 § 46,469,808 $ 4714471 § {3,600,734) § - $ 25258284 $ 36835 § 41,030,695
11 July $§ 41939695 § S2997285 § 48512767 0§ 4484498 5 (3839911) $ - $ 25817848 § 37,651 § 42,621,933
12 August § 42621933 § 54628679 § 50850811 $ 3678268 § (3964587 % - $ 25950283 § 37,844 $ 42,373,458
13 September § 42373458 & 62453383 § 47,591,388 $ 4862005 S5 (3809426) % (125) $ 26,207,379 $ 368,219 § 43484131
14 October & 43464131 & 53057695 § 48307684 § 470,031 5 (3827207 % - $ 26834087 § 39,133 § 44,425008
15 Novernber § 44425998 § 40015326 2§ 44634552 § 5280774 0§ (3440844 - § 27,701,848 § 40359 & 46,308,327
16 December $ 46306327 § 499015326 § 43,730,808 § 6184728 § (3302057) & - $ 29,169,047 § 42538 | § 49,231,536
17 $ 599,605,753 § 550,226,167 § 48,469,586 $ (43,934.1 12; ] 69813 $ 462,699 Tc Sch A
18
19 2018 January H § 48948443 % - $ - $ - $ - ] . $ - 8 -
20 February & - $ 45953154 % - $ - 3 - 3 - § - $ - [ -
21 Mareh $ - $ 51603222 § - $ - $ - $ - $ - $ - $ -
22 April $ - § ao061,587 § - 3 - (3 3 - $ - $ - 5 -
23 May $ - § 50396858 § - s - 5 - $ - $ - $ - $ -
24 June [3 - % 49434694 § - $ - 5 $ - ¢ - $ - H] -
25 July $ - $ 53293308 § - $ - s $ - $ - (] - 5 -
26 August s - $ 54764085 § - -3 - H - $ $ - $ - ] -
27 Seplember  § - $ 52907821 ¢ - $ - $ - $ - $ $ - s -
28 Octobgr $ - $ 54151511 ¢ - $ - $ - 5 $ - $ - H] -
29 Novernber 8§ $ 50598584 § - $ - [ 3 - -3 $ - $ -
A0 Decembar $ - $ 50721009 % - 5 . H - H - $ - $ - $ -
$ 611 914,566
Sources of Data: © Sch Bl Sch B2 Cofs (c)-(d) Note (2} Note {1) Cols (b)+(g+ Cols (b)+(e)+
(el (RI2)/N (M+Hga)+i)
Composite Federal & State Income Tax Rate 38.81% (k)
Income Tax Factar {1 / 1-tax rale) 1.636923 ()
Note (1): Adlustment Summary:
RBA True-up
Workpaper Adjustment RBA Interas! Toral
Year _ Month Reference SchB2.Line19 __ Adjustmenis Adjustment _ Adjustment Deseription
2017 January HECO-WP-B-002 & 1,182 § . [] 1,162  Prior pericd adjustments
2017 March HEGO-WP-B-003 & [9.468) & - $ [9,468) Prlor pericd adjustments
2017 Apiil HECO-WP-B-004 § 8295 § - $ 8,205  Prior pericd adjustments
2017 May HECO-WP-B-005 § 7049 & - H 7,048  Priof period adjustments
2017 Seplember - 5 (125) § - 5 {125) Correcton to August 2017 RBA calculation

Pursuant to DRO No. 34581 issued on May 31, 2017, beginning .June 2017, enlrias to the RBA to correct individual billing errers of $5,000 or greater have been eliminated.

Note [2):
Amounts represent recovery of prior years' RPA balance through the RBA rate ad|ustment eftective June 1, 2016 for the period June 2016 through May 2017 and
June 1, 2017 for the penod June 2017 through May 2018. See HECO-WP-B-001,



HAWAIIAN ELECTRIC COMPANY, INC.
DECOUPLING CALCULATION WORKBOOK
DETERMINATION OF TARGET REVENUES

Daockal No. Docket No, Docket No. Cochet No. Dockal No. Docket No. Dockel No. Docket No.
2010-0080 2010-0080 2010-008D 20110-0080 20160326 2018-0328 2016-0328 20160320
Line No. Descriplion Rsterance Amounts Amounts Amounts Amounts Amounts Amounts Amounts Amounts
(a} [} (8] [d] ] [u] [0} [i] ] 1
1 nugl EI 8 to | evels Note {1}, (6}. (8).{Ba) $000s § 1765954 $ 1,765,054 § 1765564 5 1765054 § 1581445 5 1529708 & 1525708 § 1520709
1a  Less: Holdback of Intedm Aevanues Noib (6) $000s $ (5.000) $§ - 5 - 3 -
1b  Less: Customer Benath Adjustment Note (6) $000s s (6.000) % H - H
2 Lagsa: Fuel Expense Note {1}, (6).(8).{Ba) %000 § [B5B172) % (658,172) $ (858172) § (656.172) § (276090 $ (3276060 3 (3276090 3 (327.609)
3 Purchased Powar Expensa Nole {1).(6). (B).{8a) $000s § (438707} $ (438707) $ (438707) $ {438707) § (466211) $ |[466.21%) 5 (466211) § (466211)
4 Revenue Taxes on Line 1 10 1b (8.885% statutory rates) N $00s _§ [(156905) § {156.905) § (156805) $ (156805) S (139,534) $ (135915) 8 (135915) $ (135915
5 Last Rate Order Targs| Annual Revenues SumLines 1.4 5000s $ 512170 % 512170 $ 512170 $ 512470 3 @370 § 599874 § 559874 § 599974
6  Add: Authorized RAM Revenuas Note (2) 3000s § BA335 5 88,385 § 1 - $ $ E ]
4 Less: Revenue Taxes on Line 9 at A.885% 0003 $ (7.854) _§ (7.854) % 3 s 3 - 3 $
8 Nel RAM Adjusimen! - Tes! Year +5 Lines 3+10 $o00s  § BOS41 &  BOS541 & $ - [ $ 3 [ -
9 Authorizad RAM Reverues Note (3} 3000s 3 - 3 - £ 10143 5 10143 § - 3 - $ $
10 Less: Ravenus Tazes on Line 12 af 8.885% S000s S - H - 3 (8986 $ (8,986} _$ - $ - $ S -
1 Nel RAM Adjusiment - Test Yenr +5 Lines 12+ 13 50005 § - [ § 92,146 % 92,146 § [ - 3 - 3
12 Aulhorized RAM Revenues Sch. A, Line 4 sooos § - s H s - $ s - $ 13828 % 132,828
13 Lass: Aevernse Taxes on Line 12 at 8.885% 3005 _$ S s - S $ 13 - $ (1,229) 8 {1,2208)
14 Nel RAM Adjustment - Tesl Year +1 Lines 15 + 16 $000s 5 - [ 5 3 [ $ s 12509 8 12,588
15  Le=s: CAANNGS SHARNG REVENLE CREDITS Sch. A, Ling 5 $000s & - [ - L [ ] e s e S 16} $ s -
16 Less: Aavenua Taxes on Lina 15 at B.885% $0005 5 $ ] 1.3 1 3 1§ 1.3 - 3 -
17 Net Ermings Sharing Ravenyug Cradfis Unga 18 + 18 $000s [} [ - S {14) % (14) § {14y & {14y § - 3
18 PUC-QRDERED OR” B Sch. A.Lina & SCO0a $ $ 3 $ $ 3 ] - 3
19 Tolal Annual Targel Ravenues
20 Juna 1, 2016 Annuyalized Revenues w/RAM Increase Col {8}, lines (5+8+17+18) $000s. $ 592711 § 59271
21 Jurm 1, 2017 Armymlized Revenues w/RAM Incraase Col {g). lnes {5+11+17+18] S000s 604,302 § 604,302
22 February 16, 2018 Ar izad F wintanim Col (I], lines (5+11+17+18) S000s s 637,077
23 April 13, 2018 Annualized Ravenues w/2nd Inferim Col (), lines (5+11+1T+18) $000s $ 599860
24 June 1, 2018 Annualized Revenugs wHAM Intreasea Col [¥), Ings (5+144+17+16) 30008 § 6812574 § 61257
Nate () HNote (7), (8) Nole (3}
25  Digidbudion of Target Aevenues b : Nota (4) Not {5) 2015 2017 2017 2018 2018 2018 2018 2019
26 January 8.10% 8 19% $48.009,623 548,048,443 559,169,782
27 Fabruary 71.26% 7.50% $43,030,848 $23,503.022 $22,450,132 546,494 340
28 March 8.10% 8.10% 348,000,623 §51,600,222 540,610,466
28 April 7.84% 7.08% $46.468,574 $20,335,492 $28.726,095 540,882,378
a0 May B.d44% 0.40% $50,004 p42 $50,306,658 $51,456,187
o June BAT% B.07% $50,202,656 $51,184.359 440,434,694
32 July 8.7% 6 70% 551,680,790 $52.997 265 $53,292,008
3 Auguat 9.04% 0.94% $53.581,111 454,626,870 354,764,085
3 Seplembar B.68% 8.65% $51.447,350 $52,453,393 $52,987.621
35 Oclober B.78% 8.84% 552 040,061 $53,057,695 $54,151,511
38 HNovembar B.26% 8.26% $4B,957,962 549,915,326 350,508,584
7 Dacembar B.26% 8.28% $4B.957 962 346,915,326 0,721,098
38 Total Disidputed Targat Revenuas 100.00% 100.00% §357.167,892 $235543,510 $364,752.243 $72.451,485 394,384,846 $§79,122.753 365,951,602 §246,622,153
Eoomates:
1 Dockel No, 2010-0080 amounts derived from Ordar No. 305786, fied August §, 2012, eileciive Seplember 1, 2012, which Implemanted Decision and Ordar No. 30505, Exhibit A, page 1. fllad Juns 29, 2012.
2 Transminal 16-01 filad March 21, 2016, eslablishing 2016 1arget revenue eftective June 1, 2016
3 Transmial 17-02 liled March 31, 2017, eslablishing 2017 target revenue etiectve June 1, 2017.
4 RABA Tarill Ravised July 26, 2011 fo seflect 2011 tast year.
5 ABA Tarlff Eflecitva February 16, 2018 1o reflect 2017 (ast year.
6 Test Year 2017 tnterim Increasa provided 1or In Interim Decislon and Order 35100, Issued Decamber 15, 2017 In Dockel No. 2016-0328: $35,071 S000s
7  Faorfha month al the intlal Implamentallon {Fab 2018}, adjus! the monthly allocation by Ihe number of sflective days In the mansh over the total number of days: 0.45429
8 Test Year 2017 2nd Interim Incraase provided for in Order No. 35335, issued March 9, 2018 In Docket No. 2016-0328: 5603 $000s.
fa Reducton lor Tax Act Implementanion Lag (March 2018 Settiement Tarill Shests, Attachment 3, liled March 16, 2018, In accordance with Order No. 35335). -32,143 $000s
9  Farthe menth of 1he inltial implementalion (April 2018), adjust the monthly allocatten by Lhe numbaer ol affective days in the month ower the total numbsr of days: 0.60000
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PECOYPLING CALGCVL ATION WORKBOOK
DETERMINATION OF RECORDED AUJUSTED REYENUES

Eeplamber 2017 October 2017 Novenber 2HT _ Dwcamber 2017

Jaruary 2017 February201?  Much 2017 Apf# 2077 Mpy 2017 June 2017 w2017 August 2017 Beph Todar
&) ) ) ia] [ (] inl ] 0 L] [ (m)

(19.9710.00%) HECO-WP-B-£01 page 1 ol 2
(28,290,309 HECO-WP-B-001, paga 2 0f 2

135778075 120893427 127000852 133920624 132002081 104EULTI5 141035561  MZ.055339 145,159,197 141308862 138001588 127850300 1809 3R0.800
(6638797 (1507.352) (1524595) (1600SAD) (3624110}  (1.860,133} [1.547,132)  (1350.188) (1.400585)  (1.356.800) [1.301,569) (1. 197,045) N7.772.448)
- - - e eos1d {10} [ - - . - 12m
- @AT) - - {0519} 9454 - - 10,510} [47,955)
THIIZI0  1Z018RATI  TI5AS1N4  1IVEESASE  ITLIEEINS  11L01B0E1 129450430  14LE01S3 143,740,740 40030302 1M.T00,018 2A220 159,111 ,8H
8. 7B0 79 a1 228008 TO.A)1 772 DISTLAT MFMATY TA_ETD SRS TR BAT 404 Bd 5RO 380 BOA78 5491 12.128,81 T8 AS4 S4B Trai201e 891.601,200
(85855.044)  (BI,7O07¥E) (81276,10M) (TOA3I,772) (TR2STAQN) (FAZMBITI)  (TA.870,9RS)  (THNENAOY) (M.000390)  (80.A7D.083) (82 120521)  (THAM.S4N  (R2324.22%
ROMZE)  [ESGAERY) | BIUSELA fradia 20084 TARZBIY 4152410 GRS 066 WOo115G7) 1T TN (5672072} T57.410 T1 356,075
eI 209)  (3SMESC)  (4110298)  ({O0082M) 423408 - - - . - - -
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. . - 1218 1382 1404 1340 1363 1,282 1,262 9,358
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(1837.500)  1.769,000 aA800 7,700,800 1775500 1021500 (825200} 058,100 1,242.500 ., 2842100 2,808,800 14,418,000
150292 (1508800} (1,806,800) B 87) 149 3873 (349388} |1,885.98%) (1,885,088  (1.465,068) (381 500} (3010000 (11,030.388)
2 063,260 1. 800 1,800,100 B24 800 1.844,700 537 00 408 200 T30 1,001 200 522,300 1.M5.200 2,147,200 15,742,500
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- - . - - 1130183 (81 708} {28,085) Et Me.2en) et 48
1,182 - 19 488} 2w 7048 - - - (125) - -
13 - #2) [ 7 - - - na - - .
4TH .05 2,605,657 2219975 2,185,781 3751803 471541 S AR 400 2,878 .2%8 4,062,005 4,750,001 5280774 9184728 40.460.500
85 31% 254088 218478 211,082 285834 A5R777 437301 258,603 ira i 46,195 S14g4p £01,098 4821878
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203 az 304 925 az? 351 as8 a0 a M0 an 4053
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1 e - 2821 5160 [0] 1 5 . 1 5 9,132
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Attachment 1
Trans. Nos. 18-01. 18-02, and 1803

Page 7 of 28
HAWAIIAN ELECTRIC COMPANY, INC.
DECOUPLING CALCULATION WORKBOOK
DETERMINATION OF O&M RAM ADJUSTMENT
[$ in Thoueands)
Footnote 4 2018
Docket No. Praviously O&M Subjectto  Net Inflation 0O&M RAM
2016-0328 Approved Escalation Indices Adjustment
Line No. Decription Reference Approved AAM Col {c] + (d} Footnole 2 Col (8} " {f}
(@) (b (c) (d) (e) - {f @
1 Base BU Labor Expenses ScheduleCt1  § 47,048 ) $ 47,048 2.24% $ 1,054
2 Base Non-Labor Expense Schedule C2  § 134,734 s 134,734 210% § 2,829
3 Payroll Taxes Footnotle 1 % 3,843 $ 3,943 224% § B8
4 Subtotal Expaense Increase - RAM Adjustment before revenue taxes [ 3,972
5 Revenue Tax Factor (Footnote 3) 1.0975
& O&M RAM (SubTotel Expenses x Rev Tax Factor) 3 4,350
' o §$ ]
Footnotes: .
1: Payroll Taxes per Stipulated Settlement Letter, filed March 5, 2018, $ 9,342
in Docket No. 2016-0328, Exhibit 2C, pags 6
Less: Portion of payroll taxes related to non-BU labor* (67.70% = 0,342) 8 {5,399)
Paymll Taxes related to Bargaining Linit labor ] 3,943

* See Schedule C1 for caleulation of percentage related to non-BU labor.

2: Escalation Rates

Labor: . 2018
Bargaining Unit Wege Increase 3.00% (See HECO-WP-C-001)
Less: Labor Productivity Offset 0.76% Approved in Final D&O in Docket No. 2008- 0274, page 51, filed on August 31, 2010
Labor Cost Escalation Rate 2.24%

Calculation of 2018 Compounded Labor Cost Escalation

2018 Labor Cost Escalation 1.0224 A (2018 labor escalation plus 1)
2018 Compounded Labor Cost Escalation 1.0224 B=A
2018 Compounded Labor Cost % 00224 C=B-1
Nan-Labor: 2018
GDP Price Index 2.10% (See HECO-WP-C002)
Caleulation of 2018 Compounded Non-Labor Cost Escalation
2018 Non-Labor Cosi Escalation 1.0210 A (2018 non-labor escalation plus 1)
2018 Compounded Non-Labor Cost Escalation 10210 B=A
2018 Compounded Non-Labar Cost % 00210 C=B-1
3: Computation of Revenue Tax Factor
Public Service Tax Rate 0.05885
PUC Fees Rate 0.00500
Franchise Tax Aate 0.02500
Total Revenue Tax Rate 0.08885

Revenue Tax Factor
= 1/{1 - Total Revenue Tax Rats) 1.0075

4: Calumn d "Previously Approved RAM' is not used as the labor and non-labor escalation is accomplished through the use of a compounded
escalation rate in column 1, as shown in foolnote 2.



Attachment 1
Trans. Nos. 18-01, 1802, ang 1%'_"03
Page 8 of 23
HAWAIIAN ELECTRIC COMPANY, INC.
DECOUPLING CALCULATION WORKSHEET
BATE ADJUSTMENT MECHANISM
SUMMARY OF B
OPERATIONS AND MAINTENANCE LABOR AND NCN-LABOR EXPENSE
BY BLOCK OF ACCOUNTS
Interim D&O - Docket No. 2016-0328
($ in Thousands}
Footnote 1 Footnote 2
@ ) CHOEE) @ )
TOTAL
DESCRIPTION BU LABOR NON-BU LABOR LABOR NON-LABOR TOTAL
Production ' 21,744 13,212 34,956 44,350 79,306
Transmission 2,420 2,933 5353 10,454 15,807
Distribution 12,086 7.321 10,407 27,418 46,825
Customer Actounts B,258 3,618 11,876 B,478 20,354
Allewance for Uncoll Accounts - - - 732 732
Customer Service 134 5,582 5716 8,936 15,652
Administrative: & Ganeral 2.406 31,769 34,175 85,583 115,758
Customer Benelit Adjustment (Footnote 3} - - - {10.023) {10.023)
Operation and Maintenance 47,048 64,435 111,483 176,928 288,411 X
ToSch C To Sch G2
Percentage of Total O&M Labor 42.20% 57.79% 100%
* amounts may not add due to rounding
Footnotes:
1 SOURCE: 2017 tast year breakdown of BU and non-BU labor obtained from Ui Planner Budget files.
2 O&M breakdawn below includes fuel and purchase power expenses consistent with the presentation in the Results of Operations.
[ Footnole 2a | Footnote 2b |
. STIPULATED
LABOR NON-LABOR TOTAL  ADJUSTMENT SETTLEMENT
FUEL - 327,609 327,609 327,609
PURCHASE POWER - 466,211 466,211 466,211
PRODUCTION 34,956 44,350 79,306 79,306
TRANSMISSION 5,354 10,454 15,808 15,808
DISTRIBUTION 19,407 27.418 46.825 ' 46,825
CUSTOMER ACCOUNTS 11,876 8,478 20,354 20,354
UNCOLLECT|BLE ACCOUNTS - 732 732 732
CUSTOMER SERVICE 5715 9,936 15.651 ’ 15,651
ADMIN & GENERAL 34,265 85,945 120,210 (452) 119,758
CUSTOMER BENEFIT ADJUSTMENTS - - - {10,023) {(10.023)
TOTAL 11,573 981,133 1,092,706 (10.475) 1,082,231
TOTAL Q&M EXPENSE (Excl Fuel & Purch Powesr) 111,573 187,313 298,886 (10,475) 288411 X

2a See Order No. 35280, For Approval of General Rate Case and Revised Schedules/Rules, filed on February 9, 2018, in which the
Commmission approved the revised schedules or operations and tariff sheets filed January 19, 2018, Exhibit A, Page 1 of 4.
See Docket No. 2016-0328 - Hawaiian Electric 2017 Test Year Rate Case Revised Schedules Resulting from Interim Decision and Order
No. 35100 as modified by Order No. 35229 and Order No. 35220, filed January 19, 2018, Exhibit 2, Attachment t, Page 1 for Labor/Non-
Labor breakdown.

2b See Order No. 35335, For Approval of General Rate Case and Revised Schedules/Rules, filed on March 9, 2018, in which the
Commmission accepted the Parties’ Slipulated Settimant on Remaining lssues filed March 5, 2018, Exhibit 2C, Page 1 of 13.

3 Customer Benefit Adjustments idantified in the Reaults of Operations have been included as a reduction to O&M non-lebor subject to
escalation. See Order No. 35335, For Approval of General Rate Case and Revised Schedules/Rules, filed on March 9, 2018, in which the
Commmission accepied the Parties’ Stipulated Setilment on Remaining Issues fited March 5, 2018, Exhibit 2C, Page 1.
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Note 1

Attachment 1
Trans. Nos. 1801, 18-02, and 18-03
Page 9 of 28

HAWAIIAN ELECTRIC COMPANY, INC.
DECOUPLING CALCULATION WORKBOOK
Non-Labor Exclusion

Adjustment for O&M RAM

($ thousands)

Dacription Amount Reference

(a) (b) (c)

Pension Expense 73,940 Note 1

CPEB Expense {470) Note 1

Total betore amounts transferred 73,470

Q&M % 57.43% See Parties’ Stipulated Settlement Lettor,
(1- transfer rate of 42.57%) filed November 15, 2017, in Dockst No.
2016-0328, HECO T-16 Attachment 4,
page 1
Adjustment to Non-Labor O&M Expense
for O&M RAM base 42,194

Non-Laber O&M Expense per Interim D&O 176,928 Schedule C1

Non-Labor O&M Expense Base for
O&M RAM base 134,734 Schedule C

See Parlies' Stipulated Settlement Letter, fiied November 15, 2017 in Docket No. 2016-0328, Exhibit 1, page
63 for the summary of the pension and OPEB cost the Parties agreed to. In Parlies' Stipulated Settlement
Letter on Remaining Issues, filed March 5, 2018 in Docket No. 2016-0328, Exhibit 1, page 4, amortization of
the excess pension contribution from the test year was reduced to zero. .



HAWAIIAN ELECTRIC COMPANY, INC,
EC CALCULATION WORKBOOK
DETERMINATION OF RATE BASE RAM ADJUSTMENT - RETURN ON INVESTMENT

Attachment 1
Trans. Nos. 18-01, 18-02. and 1603

Page 10 of 28

POST TAX INCOME PRETAX
AMOUNTS PERCENT WEIGHTED TAX WEIGHTED
IN OF COST EARNINGS FACTOR  EARNINGS
Line No. Dascription THOUSANDS TOTAL ~-RATE REQMTS (Nota 1) REQMTS
(a) (0} (c) (d) (e} n (g
1 PUC APPROVED CAPITAL STHUCTURE & COSTS (Note 2}
2 Short-Term Debt $ 21,7710 1.18% 1.75% 0.02% 1.000000 0.02%
3 Long-Tarm Debt 528,748 39.59% 5.03% 1.99% 1.000000 1.88%
4 Hybrid Securltios 28,651 1.22% 7.19% 0.09% 1.000000 0.09%
5 Prelermred Stock 21,137 0.90% S.37% 0.05% 1.346835 0.07%
[ Common Equlty 1,339 335 57.10% 8.50% 5.42% 1.346835 7.31%
7 Total Capitalization $ 2,345,841 100.00% 7.57% G.47%
8 RAM CHANGE IN RATE BASE $000 (From Schedule D1) $ 49,138
9 PRETAX RATE OF RETURN (Une 7, Col g) 9.47%
10 PRETAX RETURN REQUIREMENT $ 46534
11 REVENUE TAX FACTOR (1/(1-8.885%)) 1.0975
12 RATE BASE RAM - RETURN ON INVESTMENT $000 $ 51071
iO gc ; il
Footnotes:
1 Compasite Fedaral & State Incomea Tax Rate 25.75% See HECO-WP-F-001

Income Tax Factor { 1 / 1-tax rate} 1.346835

2 See Order No. 35335, For Approval of General Rate Case and Aevised Schedules/Rules, flled on March 8, 2018, in which the
Commmission accepted the Parties' Stipulated Settiment on Aemaining Issuas liled March 5, 2018, Exhiblt 2C, Page 2 of 13.
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HECO 2017 Test Yoar Rate Base (Note 2i | HECO 2018 RAM Rate Base ]
Adjusted
Heg. Balance Budgated Balance Recorded at  AAM Projectsd  Estimated at
Description 1212017 1213152017 1231/2017 Amounts 1273112018
{a) L] 3] [d) (8) [0}
{Note 1) See Datell Beiow
Net Cast of Plart in Servece H 2505452 $ 2770695 § 2745624 § 105,051 § 2,854,675
Praparty Held lar Future Usa - - - -
Fue! Inventory 46,200 46,200
Materats & Supplies Invertores 28,427 28,427
Unamon Net ASC 740 Reg Asset 70,144 74,887
Lnamort EOTP Reg Assst LErs 89
CIF CT-1 Reg Asset 2,306 1,352
Unamen Sys Dev Costs 15,932 18,486 jese Elemants ;.- {Nota 5)
AO Pipaine Reg Assat 4,958 4,842 ol Flate'BAge >
Pension Tracking 97,620 113.828 U hﬂJSF‘Fl.QMJP
Conlnb In Excass of NFPC 6470 e470 | i 7
Total Additions s 2,867,953 § 3,060,286 § 3030670 § 105051 §  3,135721
Unamartized CIAC 1 (347.62E) § {385,132} [Nota 3}
Cuslomer Advances (3,581) {3025 |- (Note 3}
Custemer Daposits {12,10%) {12.005) l ¢ X
Accurmulated Def Income Taxes 1520.643) (333,260) (283,139} (206,892) (Note 4)
ADIT Excess Reg L labllity - {203,950) [274.687) (267,566) (Note 4}
Unamortized Slate ITC (Gross) {56,323) {54,803) i
Unamortized Galn on Sale (248) {182) .
Penslon Aeg Lisblity . .
OPEB Rag Uabliry {2.817) (2,331)
Total Dedutions 3 [843,539) T1,005,760)
Working Gash - 3,804 3904 [Feeiiro-a.004r 7 Nol Lipdalad ¥ v, o 3,004 |
Rate Base at Froposed Rates 5 1828314 § 2,058,400 % 2,003,174 $ 2081820
Average Aate Base H 1,993.359 $ 2040487
Change in Rgts Bare . [ 48138] To Schedute D
Column {8} Projected Ghanges I Rate Base® Feferance Amaount $002
Plam - Baseline Capital Praject Additions Schedule D2 252,901
Malor Prajact Additions Schedule D3 -
Accumulated Depraciation/Amotizaton Change Scnadule E (147.880)
Nel Plant - Sum; Linas 31-33 105,051
Accum Del Income Taxes - Baseline and Major Caphtal Projects Schedule F [3.753)
Excess ADIT Aeg Liablity Amenzation Scheduls DS 7121
Projected GIAC Acdittons - Baseling Scnedule G {38.472}
Prolectad CIAC Additvons - Major Projects Sehedule G2 (119}
Less. Amortizaton of CIAC Schedula G £.818
Total Change In CIAC In Rate Base Sum: Lines 37-39 ___ (29.773)
footnetes:
Amounts are recordad, axcept for the following adjustments: ADIT Excass
Plant in Service Acc. Depr. CIAC Net ADIT _ Regtiab
Scheduls G Schedula D4 Schedule D5
Unadjusted Balance s 4,536,540 § [1.494,205) & {399,356) § (283,155) & (274,667}
Aad:
Retrament Work n Progmss 42,502
Asaet Retiremant Obligation {2.539) )
Rag Liab-Gost of Removal (n8l salvags) {327.225)
Tenant lmprovemenl Allowancs (Sch E) (14.058) B.662
Majgr Proect Adjustments: HECO-WP-D2-001 HECO-WP-E-001 HECO-WP-D4-002
ERP EAM Hardware {14) - . 2 -
Keolau-Wallupe #1 Str 30 PS Replace {129} - - 14
Total Adjustmants [ (143) $ - $ - $ 1% $ -
Schedula D4 Schedule D5
AdJusted Balance 3 4,522,308 § (1,772,715} § (399.366) $ {283,138) § (274,667)

See Order No. 35335, For Appraval of General Rate Case anc Revised Schedutes/Rules, filad on March 8, 2018, In which i Commmission accepted the Partles’
Stipulated Sattiment on Ramalning lsswes fled March 5, 2018, Exhibd 2C, Paga 3 of 13. Revised for presantation purpoeses only to propery reliact the Unamortized
Net ASC 740 Rag Asset, ADIT, end ADIT Excess Reg Liability batances. No change to Tolal Avarage Rate Base.
As gl Decambar 2017, the Company reclassiied cash CIAC recevied from Davelopars, subisct to refund, from CIAG to Customer Advances. Len\ilng this amount
unchanged from ha balance at 12/31/17 would result in an oversiatemenl ol rale basa. Ses further discussion a1 Schedule G1.
As a resuh of the 2017 Tex Relomm Acl, Regulatory Lisbilly accounts were craated and recorded as of December 31, 2017 lo isclale the 2017 excess accumulated
delemad taxes resutling from tha lower tederal tax rate. The biiurcated Regulatory Uablities are included as a reduction to Rate Base See further discussion at

Schedule F.

HECO 2017 Tesat Year Rate Base Includes CIS delemed £osis In Unamoriized System Developmenl Costs, See delail in November 18, 2017, Stipulatac Settlement

Letter, HECO T-17, Allachment 1, Paga 2.

SCURGE" Hawahan Elactric Company, Inc. Monthly Financlal Aeport - December 2017, pagas B and 10, filad March 1, 2018



Attachment 1
Trans, Nos, 1811, 18-02, and 18-03
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HAWAIAN ELECTRIC COMPANY, INC,
DECOUPLING CALCULATION WORKBOOK
DETERMINATION OF BASELINE CAPITAL PROJECTS ADDITIONS
Source: Dockst No. 03-0257 Genersl Order No. 7 Plant Additions Annual Reporis filed with the PUC dated:
3/28/2014 3/27/2015 3/29/2016 3/30/2017 NOTE (1)
Line No. Description 2013 2014 2015 2016 2017
{a) (b} (€ (d) (&) [0}

1 Total Plant Additions 272,820,344 269,326,250 266,537,660 241,294,569 Z76,754,128
2 Less: Non-Utility Plant Additions NOTE {2) - (63) {3,054) -

3 Adjusted Total Plant Additions 272,820,344 269,326,250 286,537,597 241,290,615 276,754,129
4

5 Less Major Projects: {+§2 5 Million) Dki MNo. llem No

B

7 2008 In-gssnvice:

3] CIP Genasrating Unit 05-0145 Y48000 {1.809.875)

8

10 201C In-Service:

1 K3 Biofuel Go-Firing 2009-0155  PODQ{577 (4.608)

12

13 2011 in-Sarvice:

14 W8 Boiler Controls Upgrade -2007-0365  P7650000 (45,384} 18,503 (70)

15 EOTP Ph. 2 {Subs/Swiich Siations) 2010-0062 Y48500 {184,448) (7.357) (55,681) (682}

16 W7 Controls Upgrade 20090195  P75B0000 (308,336) (B,237) (35)

17 W8 Main Transformer Replace P0001399 47,320

18

19 2012 In-Service:

20 K1 Condenser Tube Replace 20100126  POO0O0GBA {1,850)

21 BPT Tank 132 Impravements 20100286  PDODOBYY {547)

22 Mobile Radio Replacement 2010-0162  POOD1595 (61,573)
23 Kapolei Substation 20110026 Yoo127 {780,700) (6,459)
24
25 2013 In-Service:
26 Pukele BOMVA Tsf #3 20110156  PO0D01494 (4,299,560) {28.327) 15,611
27 Kakaako Makai-lwilei 25kV DL 2009-0042 Y0Q038 {6,661.331) {485,650) (496,818) 400,000
28 Kalo: Substation - Land 2008-0070 Y00119 (2,276,439)
29 Narth South Road 46kV Line 2008-0070 Y00118 (2.099.046) (3.488)
30
31 2014 In-Service:
32 Kaloi Substation 2008-0070 Yao11g {6,548,755) (925)
33 Kaloi Sub 46kV & 12kV Distr 2008-C070 YOD119 {1,218,895)

34 Kaloi Teleécomm 2008-0070 Yo0119 (171,237)
35 Kaloi Sub 12kV Work 2008-0070 Y0119 {25,906)

36 Kakaako Makai-Kewalo 25V DL 2009-0042 YD0O3s {4,958,840) {464,900) (111) 400,000
37 Kakaako Makai DOT Quasn-Cook 2009-0042 Y00038 (1,961,600) {418,816} (2,880,742) 476,166
3a BPT Tank 133 Improvements 20100318 P0OODZ00 (6,095,787} (1,092,308)

39 Pukele B0MVA Tsf #2 20110156  PQO0OO1492 (3,449,859} {40,084}

40 DOT Airport DSG 2008-0329  POOG1370 (4.965,396} {97,130} (172,652) (94,001)
41

42 20186 In-Service:

43 Pukele 80MVA Tsi #1 20110156 POD02264 (3,839,121) (7.612)
44

45 2017 In-Service;

45 ERP EAM Hardware 2014-0170 Y00168 (2,604,146)
47 Koolau-Wailupe ¥1 Str 30 P9 Replace P0003465 (2.684,387)
48

49 Total Not Plant Additions (excluding major projects) 254 333 967 230412448 263882 653 234 3BT 307 272,640,149
50

51 Last Flve-Year Average § 252,931,365

To Sch D1
NOTE (1): Amounts per HECO-WP-D2-002 and the Hawaiian Electric Companies' Examption From and Modification of General Order No. 7 Paragraph No. 2.3(g),
Relating to Capital Improvements Capital Projects Completed in 2017, in Docket No, 03-0257, filed on March 27, 2018.
NOTE (2): Source: Ul Planner Budget filas: Actluals Scenario. Adjustment to remove non-utility plant addifions from utility plant. Chapin UG Duct Line is a non-

utility essel. Itis a contributed asset that was given to the Company. It is not being used and there ars currently no plans to use it.



HAWAIIAN ELECTRIC COMPANY, INC.
DECOUPLING CALCULATION WORKBOOK

- DETERMINATION OF MA.JOR CAPITAL PROJECT ADDITIONS

. Attachment 1
Trans. Nos. 1801, 18-02, and 18-03

Page 13 of 28

Estimated
Ling No. Description PUC Docket Relerence In Service Date Armnount
(a) (b) © (d)
1
2
3 Total Major Capital Projects Qualifying for 2018 RAM (See HECO-WP-D3-001) s -

See Schedule G2 for related CIAC (i applicable)

To Sch D1



Attachment 1

Trans. Nos. 18-01, 18-02, and 1803

HAWANAN ELECTRIC COMPANY, INC.
DECOUPLING CALCULATICN WORKBOOK

DETERMINATION OF ADJUSTED RECORDED DEFERRED INCOME TAXES

DRACR) DRACR) DR/(CR)
Total
Line No. NARUC Accourd Referance Faderal ADIT State ADIT ADIT
@ (b) (€) (d) (&)
1 Recorded Delerred Income Tax Balances
December 31, 2017 Recorded Balances
2 Depreciation Related Account 282 HECO-WP-D4-001 (197,658,805} (31,558,601)  (229,217.496)
3 Other Datarred Income Taxes HECO-WP-D4-001 (44,852,044) {8,085,108) {53,937, 350)
4 Total Recorded Deferred Income Taxas (242,510,848) *(40,643,797) (283,154,846)
5 Adjustments 1o Recorded Balances:
6 ADIT on Major Project excess depreciation ~ HECO-WP-D4-002 15,713 461 16,174
7 Total Adjustments to Recorded AD!IT Balances ' 15,713 461 16,174
8 Adjusted Recorded ADIT Balances -12/31/17 5242,495.136! (40,643,336} $ !283.133,472!

To HECO-WP-F1-003

Page 14 of 28

To Sch D1

To Sch D1

To SchD1-
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HAWAIIAN ELECTRIC COMPANY, INC.
DECQUPLING CALCULATICN WORKBOOX
DETERMINATION OF ADJUSTED RECORDED EXCESS ADIT REGULATORY LIABILITY
" DR/CR) DRACR) DR/(CF)
Adjusted/Recorded Est Bal
Line No. NARUC Account Referance ADIT Feg Liab at 12/31/17 tife Amortization at 12/31/18
(a} (o) = (d) (e [0)] (9) (h
) = () + (d} ={e}/(f =(e) +1g)
1 Retorded Excess ADIT Regulatory Liability Balances
December 31, 2017 Recorded Balances

2 Plant 282 - pratected {160,155,102)  (55,547,385) (215,702,487) 0 {215,702,497)
3 Plant 283 - unprotected (26.035,756) (8,030,111) {35,065,867) 15 2,337,724 (32,728,143)
4 Nonplani 283 - unprotected (17.759,008) {6,159,446) {23,918,454) 5 4,783,691 (19.134,763)
8 Totef Excess ADIT Regutatory Lsability (203,945 866) {70,736,952) (274,686,818) 7,121,415 !267.555,403!
to Sch D1 to Sch D1 to Sch D1

SOURCE: HECO-WP-D5-001



HAWANAN ELECTRIC COMPANY, INC.
DECQUPLING CALCULATION WORKBOOK

Attachment 1

Trans, Nos. 1801, 1802, and 18-03

Page 16 of 28

D RMINATION OF DEPRECIATION & AMO, 0 DJUS NT
Recorded Adjusted
Depreciabla/Amont, Adjustments Depreciable/Amort. PUC Approved
Ling No. NARUC Account Balance {Footnote 3) {Footnote 1) Balance Accrual Rate Annual Accrual
(a) (b) () (d) (e) ]

1 Depreciable Plant
2 an 102,187,021 102,187,021 0.01600 1,634,092
3 312 398,395,485 {2,365,000) 396,030,485 0.02030 8,039,419
4 A4 181,175,201 191,175,201 0.01540 2,044,098
5 315 83.857,175 83,857,175 0.02430 2,037,729
6 Tot - Staam 775,614,882 {2.365,000) 773,245,882 0.01890 14,656,239
7 4
-] 341 38,240,688 38,240,688 000770 294,453 -
g 342 16,784,964 16,784,064 0.02580 433,052
10 343 67,717,111 67,717,111 003260 2,207,578
11 344 32,288,863 32,288,863 001010 326,118
12 345 34,193,476 34.193.476 0.02510 858,256
13 Tot - Gas Turb 188,225,102 - 189,225,102 002177 4,119,457
14
15 Tot - Pred 964,039,984 {2,365,000) 062,474,984 18,775,696
16
17 3501 3,038,076 3,038,076 - -
18 352 44,911,154 44.911,154 0.01600 718,578
19 353 315,351,901 315,351,901 0.01860 5,865,645
20 354 17,866,512 17,866,512 0.01480 284,424
21 355 360,038,169 360,038,169 G.03240 11,665,237
22 356 182,718,315 {128,768) 182,589,547 003270 5,970,678
23 as7 69,763,833 69,763,833 0.01580 1,109,245
24 358 81,788,955 81,788,055 0.01730 1,414,949
25 358 3.235,054 3,235,054 0.01490 48,202
26 Tot - Transm 1.078,711,969 {128,768} 1.078,583,201 0.02508 27,056,859
27
28 3601 1,806,373 1,806,373 0.02340 42 269
28 361 25,327,581 25,327,581 0.01080 273,536
30 362 278,625,692 278,625,692 0.02020 5,628,239
a 363 2,443,089 2,443,089 0.03740 81,372
32 364 227,560,422 227,560,422 0.03380 7,714,298
33 365 126,631,343 125,631,343 0.04190 5,263,053
34 366 323,959,088 323,959,988 0.02190 7,094,724
35 357 457,123,668 457,123,668 0.04980 22,764,759
36 368 245 092,496 245,092,406 0.05200 12,744 B10
37 369.1 66,273,006 66,273,006 0.05250 3,479,333
38 389.2 224,785,950 224,785,950 0.04070 9,148,788
fel:] 370 38,506,840 38 906,840 0.02660 1,034,922
40 Tot - Distr 2,017,536,448 2.017,536,448 0.03731 75,281,004
41
42 Tot-TAD 3.096,240,417 {128,768} 3.096,119,649 102,337,863
43
44 350 69,016,874 69,018,874 0.02450 1,680,913
45 Tot - General 65,016,874 - 69,016,874 0.02450 1,690,913
46
47 Sub-Total 4,130,105,275 (2.493,768) 4,127,611,807 122,804,472
48
48 3802 (King} 7.840.028 7,540,028 D.02348 184,098
50 3902 (CPP} 2,139,703 2,139,703 0.01648 35,256
5 3902 (Waterhouse) 1,517.450 1,517,450 . -
52 3802 (Hon CI) 525,251 525,251 0.07782 40,029
53 3802 (ASB) 1,463,127 1,463,127 0.08178 119,650
54 3802 (Shinco) 839,475 ’ 939,475 - -
55 3802 {PPP} 372840 372,940 041111 41,438
56 3902 (Tenan Allowance) 14,057,907 {14,057,907] - - -
57 Tol- LH Impr 28,855,881 (14,057,907} 14,767,974 421,371
58
59 392 61,571,155 61,571,155 0.06130 3,774,312
60
61 Utllity Total Deprectation 4,220,532,311 {16,551,675) 4,203,980,636 0.03009 127E000,1 55
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Recordad AdJusted
Depreciable/Amont. Adjustments Depreclable/Amor. PUC Approved
Line No. NARUC Account Balance (Footnote 3) {Fooinote 1) Balance Accrual Rate Annual Accrual
(a) (b) {c) (d (e ]
61 Amortizeble Plant
62 36 25,605,362 25,605,362 0.05000 1.280,268
63 Tol - Steam 25,605,362 . 25,605,362 0.05000 1,280,268
64
65 346 18,520,509 18,920,509 0.05000 946,025
66 Tot - Gas Turb 18,820,509 - 18,920,509 0.05000 946,025
67
68 Tot - Prod 44,525 871 - 44,525,871 0.05000 2,226,294
60
70 3911 32,372,727 (14,146) 32,358,581 0.20000 6,471,716
71 3912 4,184,969 4,184,969 0.10C00 418,487
72 913 16,654,121 16,654,121 0.06670 1,110,830
73 393 1,499,931 1,499,931 0.04000 59,997
74 304 34,936,481 34,336,461 0.04000 1,397,459
75 385 768,148 768,148 0.06670 51,235
76. 306 14,988 14,998 0.05560 B34
7 397 128,044,936 128,044,936 0.06670 8,540,597
78 308 9,033,469 9,033,469 0.06670 602,532
78 Tot - General 227,509,780 {14,146) 227,495,634 0.08188 18,653,688
8O
at
az
B3 Utility Total Amortization 272,035 651 {14.146) 272,021,505 007675 % 20,879,992
B4
8BS TOTAL RAM DEPRECIATION / AMORTIZATION Line 61 +Line83 § 147,860,147
B6 LESS: Vehicle Depreciation (A/C 392 above) Ling59 § (3,774,012)
B7 ADD: ADIT Excass Amortization Schedule D5 (7.121,415)
BB LESS: Depreciation & Amortizalion in Current Revenues Fooinole 2 § (128,974,585)
89
B0 RAM Adjustment far Depreciation & Amortization $ 8,009,835
91 RAM Adjustment for CIAC Amoerlizalion Schedule G Line 17 $ (508,805)
92 Total RAM Adjustmant tor Deprectation & Amortization $ 7,500,230
83 Times: Factor tor Revenue Taxes Scheduls C Line § 1.09750
94
95 RAM DEPRECIATION & AMORTIZATION $ 8,231,502
To Sch Al
Footnotes:
Amounts are recorded (in $000s), except tor the Plantin Service
1 following adjustments (see HECO-WP-D2-001}: From D1
ERP EAM Hardware HECO-WP-D2-001 [3 (14)  Linked from D1
Koolau-Wallupe k1 S1r 30 P9 Replace HECO-WP-D2-001 $ [129)
Tenant Improvement Allowance (see Footnote 4) {14,058}
ARO Assets included in Depreciable Plant Gi# 10100001 [2,365)
Total 16,566)
2 Depraciation & Amortization in Current Revenues*®: Depr/Amort Expense
Total Depreciation 3 139,686.000
LESS: Venicle Depreciation (A/C 392) {3.590,000)
LESS: Amortization of Excess ADIT {7,121, 415)
_ Tolal Depreciation & Amortlzation in Current Revenues 128,874585  ToLine 88
*See Order No. 35335, For Approval of General Rate Case and Revised Schedules/Aules, filed on March 9, 2018, in which the Commission
accepied the Parties' Stipulated Settlement on Remaining Issues filed March 5, 2018, HECO T-25, Attachment 1, Page 1 and the Revised
Attachment to the Parties Stipulated Settlernent on Rermaining Issues, tiled March 8, 2018, HECO T-26, Attachment 24, Page 1.
3 Per Accounting records, does not include land amounting to $43,971,885 as of Dacember 31, 2017.
4 Amount represents lenant improvement allowances paid by the lessors and excludad from the RAM calculation.



HAWAIIAN ELECTRIC COMPANY, INC.
DECOUPLING CALCULATION WORKBOOK

DETERMINATION OF CHANGE {N DEFERRED INCOME TAXES

Attachment 1
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Projected ADIT
Line No. NARUC Account Reference Change
@) ®) ©
1 State Tax Depreciation Schedule F1 9,565,133
2 Amortization of Excess Deferreds Schedule D5 7,121,415
3 Subtotal 16,686,548
4 Eftective Federal Tax Rate HECO-WP-F-001 19.7368%
5 Federal Deferred Tax on State Tax Depreciation 3,203,398
6 Add back State Tax Depreciation Line 1 (9,565,133)
7 Federal Tax Depreciation Schedule F1 9,565,133
8 Federal/State Difference -
9 Tax Rate on Federal Only Adjustment HECO-WP-F-001 21%
10 Federal Deferred Tax Adjustment -
11 Total Federal Deferred Taxes Before Proration 3,293,398
12 Proration Adjustment HECO-WP-F1-003 {543,770)
13 Total Federal Deferred Taxes After Proration 2,749,628
[STATE DEFERRED TAXES |
14 State Tax Depreciation Line 1 9,565,133
15 Amonrization of Excess Deferreds Line 2 7,121,415
16 Subtotat ‘ 16,686,548
17 Effective State Tax Rale HECO-WP-F-001 6.0150%
18 Total State Deferrad Taxes 1,003,702
19 TOTAL FiED AND STATE DEFERRED TAXES 3,753,330
To Sch D1

NOTE: In accordance with the tariff, the change in ADIT in the RAM year is based on the temporary book/tax
depreciation differences associated with the RAM year plant additions (major capital projects and baseline
plant additions). It does not include any estimated ADIT related to the repairs deduction or CIAC on RAM year

plant additions.



Line No.

-
S O0OTD®NAN AL

Computera! PV
Communication
OtWFum/Tools
Dismbuton

Land

Non-Staam Produciion
Sieanr Production
Structure!
Transmission
Fransmission
Vahiclas

TOTAL

NOTE (1)

HAWAIIAN EL ECTRIC COMPANY, INC.

PECOUPLING CALCULATION WORKBODK
DETERYINAT{ON OF TAX DEPRECIATION

[ HECO-WP-F1-002
LFE PRAQUECTS PROGRAMS  TOTAL PAOJECTS PROGRAMS  TOTAL

8 ) (c} (d) O] [{] [C]
5 074 5,080 4,754 Q35% 237% 267%
20 1219 2018 4527 aE8% 111% 176%
T 2283 3322 5615 a01% 131% 222%
20 21822 108,004 120,856 BBE3% 2T71% 51 4%
- 1314 158 1472 0.52% 0.08% G.50%
15 2.562 - 2,562 1.01% 0.00% 1.01%
20 22,730 3.023 25.753 B99% 1.20% 1018%
] 1476 513 4380 1.53% O 20% 1.74%
. 20 14.861 10.086 24,827 5.88% 3.98% o 06%
15 WB.azy 4.682 40,306 14.01% 1.93% 16.94%
- - 8.769 e, 76k 0.00% 2.60% 2.68%
167 487 145 463 252 930 42.49% S751% 100 00%
Syr 0.25% 2.32% 2487%
Ty 0.91% 131% 2.22%
1591 1502% 1.00% 18.95%
20y 24.17% 49 00% 73.17%
9 yr 1.52% 0.20% 1.74%
Lend 0.52% 00e% 0.58% FED FED STATE STATE
Vahicles 0C00% 2.60% 2.08% YR 1 YR YR 1 YA1
Total 42 A0% 7.51% 100.00% BASIS OEPA RATE  TAXDEPA _ DEPRRATE TAXDEPR
Vinage 2018 - 40% Bonus Depraciation
Basls sybjec! to 40% bonus depreciaton 0.00% 0 0%
Sy 0.00% O 00% 0.00% sy - 52.000% 20.00%
n 0,00% 0.00% 0.00% Ty - 48574% 14.20%
15y 0.00% 000% Q0% 15y . - 42.000% . 5.00% -
20yr 0.00% 0.00% 000% 209 - #2.250% 3.75% -
3y
Lard
Vahicles
Total 000% 0.00% 0.00%
Yintage 2018 - Reguler Depreciation
Basis s jact to regular deprecintion (Total lans amounts subject 1o 40% bonus)
Syr 035% 2.37% 267% Sy 5,723,008 20.00% 1,144 618 20.00% 1,144, 810
Ty Gi% 1.31% 2.22% 7y 4,757,649 1429% 679811 14 20% 67N
15yr 1500% 1.23% 15.05% Wy 35,324,708 5.00% 1818240 5.00% 1,815,240
207 24 17% 40.00% TIAT% 20 yr 156,815.716 1.75% 5,880,559 A.75% 5,880,560
L 30y 1.50% 0.20% 1.74% 30 yr 3,710,080 1977% 43.774 1.177T% 43,774
a1 67% 54 TT% 06.74%
TOTAL ASSETS 157 % 4./ T% B6.74%
Net Doprociable Basehine Plant Adds 207,340,639 8,565,133 9 565 133
Major Capltal Proects from Schaduls F2 - - -
Total Depreciable Pent Adds 207,340,533 9.565,133 8,565,133
o flon m&ﬂdﬂ
io Schadule F to Scheduls F

Reconciinton hom Baselins Plant Adds to Nst Deprecisble Plant Adds :
Haceline Capital Projects Plant Adds (roundad)
Lews’ Repams deduction HECO-WP.F5-001 pgt
Net plani add basts
Less: Land and Vahicles (3 26% x 214,323,765)

214,323,765
983,126
207,341,838

NOTE (1} The Tax Cut and Jobs Act removed banus depreclalion for public Wity proparty.

NOTE (2}

Tha n

b,c. dare

to the nasrest thousend

NOTE (3} Totals may rot add axscty dus to roundmg.

252 .530,000 Schadula D2
38,806,235  <<supported by Special Study each ywar,

8z o 61 abeg
£0-8L PUB "Z0-§1 “LO-BL 'SON 'SuUBIj

| Uy
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HAWAILAN ELECTRIC COMPANY, INC.
DECCLUIPLING CALCULATION WORKBOOK
TAX DEFRECIATION ON MAJOR CAPITAL PROJECTS ADDITIONS
Estimated
Lina No. Descriplicn PUC Dockel In Service Date Amount
(a) (b) [&] () [C]
1 Assumed Value of 2018 Major Capilal Prejects Plani tems. $ Schedule D3
2 Assumed Vahs of 2018 Major Capital Projects - GIAC nontaxable Schedule G2 *
3 Assumed Value of 2018 Major Capilal Projects - Telal $ -
FED FED STATE STATE
¥YR1 YR 1 YR 1 YR 1

4 Tax Classificaton of Major Capital Project Additions Tax Bass Distribution CEPH RATE TAXDEPR _ DEPR RATE TAX DEFR
5 5yr 20.00% - 20.00% -
] Tyr - 14.29% - 14.20% -
7 15yr - 5.00% 5.00% -
8 20 yr - 3.75% 3.75% -
9 39 yr
10 Land
11 Vehicles

Total 3 - [ - $ -

T TaSthR oSchFi oS F1

* Adjusimert only for non-taxable CIAG.
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HAWAIIAN ELECTRIC COMPANY, INC.
DECOUPLING CALCULATION WORKBOOK
CIAC SUMMARY
Line Unamoertized CIAC
No. Description Reference CIAC Amortization
() {b) (c) (d

1 12/31/17 Beginning Balance Schedule G1 $ (365,481,916)

2 ADD: Developer Advances - 12/31/17 Beginning Balance Schedule G1 (33,883,949)

3 12/31/17 Beginning Balance - Adjusted (399,365,865)

4

5 2018 CIAC Additions:

6 Baseline 5-Yr Average Schedule G1 (38,472,321)

7 Major Projects Schedule G2 (119.285)

8 Net Additions (38,591,606)

9 ‘

10 2018 CIAC Amortization:

11 Estimated Amortization Schedule G3 8,818,605 3% (8,818,605)
12

13 12/31/18 Ending Balance {429,138,866) (8,818,605)
14

15 LESS: CIAC Amortization In Current Revenues - NOTE (1) {8,309.,000
16

17 RAM Adjustment for CIAC Amortization ‘ $ {509,605)
18 To Sch E Line 91
19 12/31118 Ending Balance-CIAC & Developer Advances NOTE (2) $ (429,138,866)

To Sch D1 Une 16
NOTE (1):

See Letter dated March 5, 2018, Subject: Docket No. 2016-0328, Hawaiian Electric 2017 Test Year Rale Case Parties'
Stiputated Settlement on Remaining Issues, Exhibit 2E, Page 4 of 6, Line 168.

NOTE {2): .
Sea Note (4) at Schedule Gf.
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HAWAIIAN ELECTRIC COMPANY, INC.
DE! LING CALCULATION WORKBODK
BASELINE CAPITAL PROJECTS CIAC ADDITIONS
212112014 2/26201% 22a2me 224207 312018
Lire
No. Dascription 2013 2014 2015 2016 2017
(a) (B [C] (] (o) (0]
1 CIAC Palance, January 1 {Dec ApL pg 10} (238.510.104) (256,084,169} (283,739,660} (319,727,598) (348,444 542)
2 Less: Non-Utty CIAC NOTE (3) 618.464 616.484
a Adjusted CIAC Balance, January 1 (238,510,104) (256,084,169) (263.738,660) (319.109.234) (347 .826.,078)
4 Less: CIAC Amortzation (Dec Rpt. pg. 2) 5,662,912 B.147,559 6,771,148 1.507.437 8,309,481
3 CIAC Balance, Dacember 31 {Dec Rpt. pg. 10 250,084,189 283,718,660 319,727,690 348,444 542 356,100,380
6 Less: Non-Utikity CIAC NOTE (3) - - (618464} {618,464 (61B,464)
7 Less: Adjusted CIAC Balance, Decamber 31 258,084,169 289,739,660 319,109,224 347,826,078 365,481,918
ToSeh G
] Total Adjusted CIAC Additions (BumLlina3, 48 T) 25226977 A1,803,460 2,180,722 38314281 25,065,319
-] Add Davetoper Advantes: NOTE {4) - - - - 33.8685,048
19 Total Ad] d CIAC & O per Ad Additiona 25,226,977 31,809,050 42,140,722 36,314,281 59,849,260
20 s Major Pr| H Dkt No. ligm No.
21
22 2008 Ir-service,
23 CIP Gensratng Unit 05-0145 Y45000
24
25 2010 Ip-pervice:
26 K3 Blofuel Co-Firlng 2009-0155 POOD1577
27
28 20%1 In-Service:
29 'Wa Doller Controls Upgrade 20070385 P7650000
30 EQTP Pn, 2 {Subs/Swlich Stations) 2010-0062 Y4B500 (07.994) [43.725) 15,232) {718)
N WT Conuols Upgrade 2009-0185 P7590000
2 W8 Main Trarsformar Replace POO013%9
a3
34 2012 in-Seivice: {
a5 K1 Condensar Tube Fleplaca 20100126 PO00OGAT
36 BPT Tank 132 mpmvaments 20100286 PoRDOSEY
7 Moblle Radlo Replacemant 2010-0162 PODO1595
38 Wapolel Subatation 2011-0026 Yooia7?
39
40 2013 In-Sarvice,
a Pukels 8OMYVA Tsl #3 20110156 POOCY 454
° Kaksagko Maxak hwiles 25V DL 2009-0042 Y0oa38
43 Kalol Substation - Lend - NOTE (2) 2008-0070 Y0018
44 North Seuth Rond 46kY Line 2008-0070 Yo0118
45
46 2004 InSpvica:
47 Kalei Subsimilon 2008-0070 Yoo19
48 Katol Sub 46kY & 12kV D 2008-0070 Y00118
49 Kaind Teleeomm 2008-0070 Y00118
560 Kalol Sub 12kV Work 20080070 Y00i10
51 Hakankd Makak Kewalo 25k DL 2009-0042 ¥o0038
52 Kakanko Meksl DOT Quesn-Cook 20090042 Y00038 {2825 023)
53 BPT Tank 133 Improvemants 20100318 POODOI00
54 Pukels BOMVA Tl #2 2011-0156 Po001492
5 DOT Alrpor DSG 20080329 POOA1370
56
57 2016 In-Servicn:
58 Puicaler BOMVA Taf w1 2011-0156 POOD2264
59
60 2017 In-Sarvice;
61 ERP EAM Hardwars 2014-0170 Y0168
a2
;<] Total Net CIAC & Developer Advancs Additions 25 ISI!OB! .‘Ih?ﬂ!ﬁg A2 125,490 T 33 4BBSAD_ 53,849,260
54
85 Last Fove-Yoar Average 38 47&321
°
NOTE (1):  The CIAC amiounts 6f the major projects are reflected In the year Ihat they were recetved. In pravious Decoupling flings thess armounts ware fram Ma respactive years GO7 plant
Addiisn annusl reports which raports the CIAG in the year the proact closed to planL In the past, the lofal CIAC adoidons, wnich reflect achual contributions recelved In the year, may not
nnve included the total major project CIAC from the GO7 report to the sxtent tat the CIAC was recelved In advance, of In mutipls payments over a span of more than one year. Source:
Ul Planner {kes: Actuals Scanario.
NOTE{2): CIAC recalved tor this prosect was not reflected in the 2012 and 2013 Decoupling tilngs as previous 1ings reporiad e CIAC amounts of (he mejor projacts trom tha respective ysars
GOT plard addiion annuat report which reperis tha CIAC in the year the projec closed to plant. See GENERAL NOTE
MOTE (3}  Adjustment 1o remove nor-ulllity project related CIAC trom [he geraral ledger balence  Chapin UG Duct Uine s a non-utlity assel. 11 s & conbib\ied aseel that was glven to the
Company. It 8 not being used and these are currently no plans to use . See Schedule G3, Line 56 Adjustad CIAC Additions for 2018 was comacted to axcluds tha non-utiity plant
balance from Ihe baginning balance.
NOTE {4} In 2017. the Company reclassed ha portion ol CIAC for projects whera the cash balance recelved was in excess of total incurred costs since the projec egreaments include provisions

which aliow for instarices [hat unepplied funds recaived in advance would be subject 1o retunds. The rue-up provision aliows for any excess lunds not expended 1o be refurdad back to
ihe developer. Furtharmona, between the iming of the cash recetpt to tha project compistion dabe, the project ¢euld t wrminated, which would then rasuft In refund of the unapgled
fungs. Sas below for a reconciliation of the Gislomar Advance balance a1 Decembar 31, 2017:

Customer Advance (#25200000) 4279 163

Devaloper Adwances (425203000) 33 BB3,648

Cuslamer Advances 48,123,112 SOURCE: HECO Monthy Financial Repor - Cecembar 2017, pags 10, flled March 1, 2018,
Tha unapptied developer funds in ad {D AL are geciuded trom tha CIAC balance subject to amorttzation unnl they era reciassified to CIAC as cosis are
Incured. Developar Advances are tncluded |n the cllc.un'uon of e Last Flve-Yasr thay funds Hved m and are d 1o be reclassified (o

CIAC as coats ara Incurred In the current year. Developes advances wers also included In the Unamaortized CIAC batance (Sen "Average Rate Base® trom HECO Oaclsion and Order No.
35280, Ned 2/8/2018 of Docket No. 2015-0328).
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HAWAIIAN ELECTRIC COMPANY, INC.
DECOUPLI [s]8]
MA.JOR CAPITAL PROJECT CIAC ADDITIONS
Line Estimated
No. Description PUC Dockat Raeferance In Service Date Amount
(a (b (e) (d@

1’ 2018 Major Project CIAC Additipns by Project;

2 Kakaako Makai DOT Queen-Cook Docket No. 2009-0042 [D&O dated 8/7/2009) Apr-14 22,683

3 Amount Qualifying tor 2018 RAM Ul Planner Budget files

3 DOT Airport OSG Dacket No. 2008-0328 (D&O dated 8/25/2009) Aug-14 96.802

4 Amount Qualilying for 2018 RAM U1 Planner Budget files

5 Total Major Project CIAC Additions for 2018 RAM (See HECO-WP-G2-001) [ 119,285

ToSch G & D1
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Trans MNos. 18-01, 18-02, and 18-03

HAWAHAN FLECTRIC COMPANY, INC.
DECOUPLING CALCULATION WORKEOOK

CIAC AMORTIZATION

Lina 2016 2017 2018

No. Daacription Balarca Amorization Balance Amorlzadon

@ m (c} « {8

1 1 intags

2 1081 28455 § 1778 § 268677 & 1,778
3 1882 - 3rs] 5351 85,522 5,351
4 1983 164,768 10,568 180,139 10,599
5 1984 196871 10,362 186,509 10,362
] ToU5 260,97 13,043 247,822 13.04%
7 1086 387,930 18.473 369457 18473
.} 1987 TI0.421 35,428 743,883 35.428
'] 1088 1,148,225 49,928 1.008.407 40,008
10 1989 286,131 41,085 645,042 41,083
11 1900 6,663,315 222,523 5340782 222533
12 1990 - Land 1.303.408 - 1,303,438 .

13 1991 2,751,141 106,813 2,846,328 105813
AL 1882 2,546,132 [-LE 2,451,801 Ba 301
15 1903 5,617,820 200,637 5417083 200,637
16 1004 4,182 229 143,525 4.018.704 143,525
17 1985 3,234 852 107,828 3.127,024 107 828
18 1095 2546489 82,145 2.464,344 82,145
19 %7 1,045,082 60,784 1,884,298 £0.784
20 1908 2870243 88,077 2,763,266 86.077
21 1009 2240772 95217 2,145,455 85917
2 2000 2,185,856 62,452 211,403 62,453
22 001 2786423 76,856 2,689,967 76.856
24 2002 3.526.841 106.212 J8z3.828 106.212
25 2003 4272673 112 465 4,181,208 112,465
28 2004 2,978,655 76.376 2,802,279 76,376
27 2008 097 450 248438 0,680,023 248,436
28 2006 8,564,572 208,802 8,355,680 208,002
20 2007 0.115.073 217.026 8,508,047 217,026
30 2008 8,406,563 185,502 8,211,067 185,002
H 2008 6,798,031 154,523 6,644 508 154,523
32 2010 12,738,180 203,026 12,453,164 283,026
33 2011 16,395,712 358,420 16.039.283 55,420
34 2012 32,272,612 £36.640 31,585,863 685,649
35 2013 21,257,646 442,888 20,814,580 442,066
6 2014 28,550,704 803,261 28.856.5313 603,281
ar 2015 38,004,900 781,898 A8.213.002 781,888
kL 208 16,679,551 A27.050 16.352.501 227,050
39 207 15,148.435 297.028
40

41

42  GIAC GET Adjustmank:

43 -adj B2-96 GET {121,850) {3.924) (117.726) (3e24)
44 -ad; 87 GET {44,882) {1,403) (43.478) {1400}
45 -aqj 93 GET {58,010) {1.697) {54313} {1887}
40 -aq 99 QET £72,753) {2.169) {71.584) (2 160}
4T -agj 00 GET {71,009) {2,020) (68,074} (20259
48 -edjO1 GET {105,850) {2.540) {102,010) {2,840
a8 -adj 0z GET {115,005} ,111) (111,684} {3,111}
5S¢ -adj®3 GET [160,665) (4422 (152,533) {4,122
51 -adj 04 GET (108,612} (2,811) (106,801} {2,811}
52 -adj 05 GET (225 ,430) (5.636) {219,803) {5.636)
53 -adj 06 GET (404 451) {12,060 {482,391) (12,060}
4 -adj 07 GET (3867} (9.406) {288,221} {R.405)
6 -adj 08 GET (326.629) (7.506) {319.0a3) {7,506}
56  -ad 0B GET {204,145) 6002 297.230) (6612
57 -adj 10 GET (458,801} {140, 106) (448.605) (10.166)
o8 -ad; 11 GET (305,031} {8,607} {87,224) 8,607
58 -adj 12 GET (498,140} {10,509} (487 .541) (10,505)
&0 -adj 13 GET (658,224} {13,713} {644.511) 13Ny
61 -ad)14 GET (673,820) (13,752} (650,077 13,752)
82 -ady15 GET . (924,177 (18,584} (915.403) (18,6684
83 -adj 16 GET (e82,287) {16,008} (845.37a) {16,808)
[ -ad 1T GET {1,104, 366) 21,654)
&5

66

[:1 In-Kind GAC

1] 1668 317,548 13,806 300,742 13.008
L.t] 1099 360.041 15,002 345.039 15,002
Ta 1990 188,102 7524 180578 T.524
kil 1081 - 404,678 16,565 383,111 15,665
T2 1802 1,144 268 42,380 1.101,868 42,380
m 1993 [LER: T 35,138 048,712 35,138
T4 1994 1,654.957 57.068 1,567,880 67.088
s 1995 3,336,158 111,205 3,224,053 111,205
76 199€ 1,740,814 B6.155 1,684,658 56,166
ks 1997 251,043 20470 882,573 28470
) 1998 1.765,877 53511 1,712,386 53,611
70 1899 1.300,062 41,149 1,357,013 41,148
:D] 2000 2,882,247 82,830 2,608,611 B2636
B1 2001 1.205,455 33485 1,171,970 13,465
82 2002 ' 2,645,440 71498 2,573,942 71,468
k] 2003 ' 4,018,704 105,758 3,013,038 105,768
Bd 2004 2472,603 B3.402 2,408,291 63,402
85 2005 4,229,825 105,736 4,123 680 105,736
86 2006 3.768.854 92,655 2,706,188 82,655
87 2007 7.523.554 179,132 T4 422 178,132
es 2008 1.125.754 26,180 1,099,574 26,180
8e 2009 2,076,308 4719 2,029,207 47,181
[:11] 2010 4,652,644 102,392 4,548,252 103,382
[: 3] 2011 4,086,320 108 308 4,877,001 108,368
a2 2012 3,000,013 B1.022 3,728.991 a1.pz22
03 2013 2.149.714 65404 3,078,220 65,484
[:1] 2014 1,869,000 34.080 1.625.020 34,080
L} 2mé 3,183,710 63,074 3,000,635 63074
-] 2015 - Chapin UG Conduil {non-utdity) 618,464 - 618,464 -
a7 2016 20,497.017 401 002 20,085,116 401,002
1] 207 11,821,250 233,750
5]

100 Total CIAC Amortization for 2018 RAM

TN Y BYWART Y N Is0 € e aiesos éi. 50
& Sch D1 Une 30

Page 24 of 2B
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WVAIIAN ELECTRIC PANY, |
DECOUPLING CALCULATION WORKBOOK
EARNINGS SHARING CALCULATIONS
All Amounts $000 (Except %)
Line Raternaking Basis Retumn on Equity
No. Description Relerence Oparating Income Rale Base Rate of Aetum
{a) (b (c} (d) (e}
1 Reported Operating Income before ratemaking adjustment Dec 2017 Mo, PUC rpt, pg 2A filed  § 116,798 § 1,876,842
31118 8 HECO-WP-H-001
2 Ratamaking Adjustments to Line 1:
2a Incentive Compensation Expenses (net of tax) HECO-WP-H-002 2,882
2b Discretionary and Other Expenses Nal Recoverable (net of tax}  HECO-WP-H-002 842
2c Amorlizaton of investman income differential HEGO-WP-H-003 185 -
2d Income tax on tems to be replaced by synchronized interest * HECO-WP-H-003 (17.165)
20 Remova Accrued Eaminga Sharing Refund (net of tax) HECO-WP-H-005 B
2t Spedal Medical Needs Program Discount (net of tax) HECO-WP-H-008 40
3 Ratemaking Basis Amounts - Post Tax SumLines 1& 2 -1 103691 & 1,976,842
4 Hatemaking Capitalization Balances Relios Cost Rate Welghted Cost
5 Shori-Term Debt (12 mo. Avg) $ 23,224 1.04% 0.98% 001%
6 Long-Term Debt (Simple Avg) § 881,917 30.64% 5.13% 2.03%
7 Hybrid Securities {Simple Avg} 4 28,651 1.20% 7.18% 0.09%
a Preferred Stock (Simpte Avg) % 21,137 0.95% 53T% 0.05%
] Common Equity {Simple Avg) $ 1,269,813 57.08% 9.50% 542%
10 Total Capitalizaiion HECC-WP-H-004 & 2,224,742 100.00% 7.60%
11 Line 3 Rate Bage Amoum $ 1,976,842
12 Weighted Cos1 of Deb (Sum Unes 5-7) 2.13%
13 Synchronized Irteresl Expenss $ 42,107
Income Tax Factar (Nete 1) 1.636920121
13a  Synchronized Interest Expense, net of fax S 25,723
14 Post Tax Income Available for Prefermad & Common (Line 3 - Lina 13a) 3 77,068
17 Less: Preferred Income Requirement {Line B Weighted Cost limes Rate Base) 588
18 tncome Available for Common Slock s 76,980
1B Ratemaking Equity Investment (Line & Ratio imes Rate Base) 1,128,219
20 Retum gn Eqguity for Decoupling Eamings Sharing (Line 18/Line 15) 6.82%
21 Eamings Shanng Revenue Credits; Basls Points
22 Achiaved ROE {basis polints) . 682
23 Authorized Retum {basis poims) 850
24 ROE for shating {basls points) -
25 Sharing Grid per RAM Provision First 100 bp Next 200 bp Allover 300 bp  Ratepayer Total
26 Disinbution of Excess AQE {basis paints) 0 ¢ 0
27 Ratepayer Share of Excess Eamings 25% 50% 90%
28 Retepayer Eamings Share - Basis Points - - o -
29 Revenue Cradd per Basls Polnt {Note 2) s 203
30 Eamings Sharing Revenue Credits (thousands) a
ToSchALmne§
Footnoles:
1 Composite Federa! & State Income Tax Rate 38.91%
Income Tax Factor { 1/ 1-ax rate) 1.636928121

.2 Ratemaking Equity investment {line 18) $ 1,128,319
Basls Point = 1/100 of a percent 0.01%
Eamings Required par Basis Poirt (thousands) [3 112.83
Timeas: Income Tax Corversion Factor 1.636829121
Praiax Income Required per Basls Poim {thousands) [ 185
Times: Revenue Tax Conversion Factar 1.0875
Reovenus Requiremen par Basis Polnt (thousands) [ 203
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HAWAIIAN ELECTRIC COMPANY. INC.
DECOUPLING CALCULATION WORKBOOK
PUC-ORDERED ADJUSTMENTS

Line
No, Description Reference

(a) (b) {c) (d)

This Schedule has not been developed yet and will be developed only when/as needed.
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HAWAIAN ELECTRIC COMPANY, INC.
DECOUPLING CALCULATION WORKBOOK
DETERMINATION OF RAM CAP
Line No. Dascription Reference Amount $000
() {b) (c)

1 Last Rate Order Target Annual Ravenues Schedule B1 599,974
2 Revenue Tax Factor (1/(1-8.885%)} ) 1.0975
3 Last Rate Order Target Annual Revenues plus Revenue Taxes Line T x2 658,472

4 2018 GDP Price Index HECO-WP-C-002 2.10%
5 2018 RAM Cap Increase axcluding Exceptional & Other Matters Line3 x4 13,828
6 RAM Cap for 2018 RAM Revenue Adjustment, Adjusled Line 5 13,828
0 Sch Al

Note 1 Target Revenues:

Ses Decision and Order No. 32735, filed March 31, 2015, paragraph 107, page 94:

"The RAM Cap shall be based on the Target Revenuas delermined in accordance with the RBA and RAM tariffs as provided below
{"Basis"), times the cumulative annually compounded increase(s) in GDPPI for intervening years, adjusted to include appticable
revenue taxes."

Continued in Deciston and Order No. 32735, filed March 31, 2015, paragraph 109, pags 95:

"Following the issuance of a final dacision and order in a rate case, the Basls for the calculation of the RAM Cap shall be the target
revenles delemined in accordance with the RBA tariff based on the results of the Company's most recent final rale case decislon.”
The Company requests that the 2018 RAM Cap be based on 2017 target revenuss established as a resull of Interim Declsion and
Order No. 35100 in Hawaiian Elactric’s 2017 test year rate case and requests to propose a change to replace "most recent final rate
case decision” to "most recent interim or final rate case declsion”.
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HAWANAN ELECTRIC COMPANY, INC,
DECOUPLING CALCULATION WORKBOOK
EXCEPTIONAL & OTHER MATTERS

Line No. Descriptign Reference Amount $000

{a) {b) (c)
1 None -

2 ' _ 2018 Revenue Adjustment {or Exceptional & Cther Matlers 8 -
o Sch Al

Note 1 Exceptional and Other Matters:
See Order No. 32735, filed March 31, 2015, paragraph 107, page 94 - 95:
"The Basis used in determining the RAM Cap shall be adjusted to exclude or otherwise appropriately
account for adjustments for the recovery of revenues for previously explicitly stipulated and approved
exceplional matters or other matters specifically ordered by the commissicon, which shall, in any evert, be
recovered fully without respect to any limitations resulting from application of the RAM Cap."

- Footnote 149 stipulates that such applicable matters include adjustments accounting for CT-1 costs (for
Hawaiian Electric) and CIS costs (for a!l of the Hawaiian Electric Companies) as provided in a stipulated
agreement appraved by the Commission as amended in Order No. 31128 in Docket No. 2008-0083.

See Order No. 35335, For Approval of General Rate Case and Revised Schedules/Rules, filed on March
9, 2018, in which the Commission accepted the Paries' Stipulated Settiement on Remaining tssues filed
March 5, 2018, Exhibit 2C, Page 6 of 13.

The HECO 2017 Test Year Rate Base included CIP CT-1 as a regulatory assel and CIS deferred costs in
Unamortized System Development Costs. Accordingly, inclusion of CIP CT-1 and CIS costs as
Exceptional & Other Matlers is not applicable for the 2018 Annual Decoupling filing.
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Transmittal 18-03 at page 17 describes an agreement to address MECO’s Tax Act impacts within
its pending rate case and as “Exogenous Tax Changes with decoupling RAM rate calculations
submitted and reviewed for implementation on June 1, 2018.” To determine the amount of this
change, old rate case data is employed that is described as, “Exhibit 2 of this Transmittal
provides the results of operations for the Maui Electric 2012 test year recalculated according to
the reduction in the corporate income tax rate from 35% to 21% and the exclusion of the
domestic production activities deduction (“DPAD?), as set forth in the Tax Act” which amounts
are then compared to Exhibit 2012 test year calculations approved by the Commission without
Tax Act impacts. MECOQ then proposes to include 151/365 days of the $5.9 million difference or
$2.44 million as an Exogenous Tax Change reduction to the RAM. Please respond to the
following: '

a.  Explain the rationale for the proposed approach, rather than reliance upon more
current test year information.

b.  Confirm that target revenues have been increased multiple times through RAM
adjustments subsequent to the 2012 test year and explain why these increases in
allowed return on rate base should not be allowed to impact the Exogenous Tax
Changes” amount.

¢.  Explain each reason why multiplication of the weighted cost of Preferred and
Common Equity on Schedule D to Average Rate Base on line 24 of Schedule D1 of
MECO’s 2017 RAM calculation to determine post-tax income would not be a more
reasonable basis to determine pretax income subject to the change in income tax rates
than MECO’s proposed reliance upon 2012 test year calculations for this purpose.

d. Provide complete copies of all reports, analyses, workpapers and other documents
associated with or supportive of your response to part (c).

Hawaiian Electric Companies’ Response:

a.  Maui Electric’s 2012 test year rate case is the most recent fully litigated case. In Maui
Electric’s 2018 test year rate case {Docket No. 2017-0150), the Parties are still in discovery
and an in_tcrim decision and order is expected in August 2018. In order to provide Maui
Electric customers the opportunity to benefit from the Tax Cut aﬁd Jobs Act (“Tax Act™)
on June 1, 2018, the Company calculated the exogenous tax change based on the most
recently approved test year revenue requirements, which underlic the currently effective

base rates being paid by customers. As the 2018 test year revenue requirement is still
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being litigated and subject to change, the last approved revenue requirement was deemed
reasonable. Further, use of the approved 2012 test year revenue requirement calculations
allows for transparency in easily tracing through the corporate income tax rate change and
exclusion of domestic production activities deduction (“DPAD").

Yes. Target revenues have reflected RAM adjustments in the years subsequent to the 2012
test year as illustrated in Schedule B1. The annual increases in the RAM adjustment in
each decoupling filing, which include the allowed return on rate base, are effective from
June 1 of the filing year through May 31 of the following year. 'I;hus, any annual RAM
adjustments in years subsequent to the 2012 test year, but prior to the implementation of
the lower corporate tax rates in the Tax Act on Januvary 1, 2018, would not impact the
Exogenous Tax Change, as they were not subject to the lower tax rates. Included in the
RAM adjustment in Schedule B1 of Attachment 2, line 13 is $7.4 million in rate base
return on investment which is the return on the change in rate base from the 2012 test year
to the estimated 2018 rate base (Attachment 2, Schedule D). This rate base return on
investment is cumulative from 2012 test year and comprises all annual allowed return on
rate base previously reflected in past RAM adjustments. This is illustrated in Attachment 1
to this response. As the rate base return on investment in the current decoupling filing is
cumulative from the 2012 test year through the estimated 2018 rate base, the reduction in
return on rate base from the prior RAM adjustments due to the Tax Act is not included in

the Exogenous Tax Change, but in the current RAM adjustment.
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¢.  The Company’s Exogenous Tax Change of $5,907,000 is detérmined based on the
approved 2012 test year revenue requirement. In effect, the $5.9 million represents the
reduction in the return on the approved 2012 test year average rate base due to the lower
corporate income tax rate, which is embedded within currently effective base rates. In
addition, the 2018 Rate Base RAM — Return on Investment on the estimated average rate
base change from 2012 test year to 2018 in Schedule D is lower by approximately $1.2
million ' (Attachment 1 to this response, column G2, line 5), as a result of the lower
corporate income tax rates impacting the weighted cost of Preferred and Common Equity
on Schedule D. The total impact of the Tax Act reflected in the Decoupling Filing for 2018
is approximately $7.1 million (Attachment 1 to this response, column G2, Line 7). Put
another way, the $1.2 million reduction described above captures.the lower return on
investment on the cumulative change in rate base from 2012 test year through 2018.
Approximately $786,000 (Attachment 1 to this response, column F2, Line 5) is attributable
to the change from 2012 test year through 2017 rate base, with the remaining $439,000
(Attachment 1 to this response, column G1, Line 5} due to the change in 2018 rate base._ In
aggregate the Exogenous Tax Change based on the approved 2012 test year rate base and

lower return on investment on the change from 2012 test year through 2018 in rate base

! The Company acknowledges that the $439,000 reduction in the return on investment on the 2018 incremental rate
base increase is not a benefit to customers as there is no difference in the 2018 pretax rate of return due to the new
lower corporate income tax rates being effective January 1, 2018. This amount, as well as the cumulative change
of 81,224,000, is included for_jllustrative purposes anly to highlight that the rate base return on investment in the
2018 decoupling filing is cumulative from 2012 and includes the annual allowed return on rate base previously
reflected in past RAM adjustments.
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reasonably approximate the benefits deriving from the lower weighted average cost of
preferred and common equity due to the lower corporate income tax rate.

This method is more straightforward than the method suggested in the question in
part ¢ of this information request. Part ¢ says to multiply the weighted cost of preferred
and common equity on Schedule D to average rate base on line 24 of Schedule D1 of
MECO’s 2017 RAM calculation (i.e., the average rate base in the in the 2017 RAM period)
to determine the post-tax income, upon which the difference in the income tax factor due to
the change in tax rates would presumably be applied. Part ¢ does not specify what would
be done with this result, If it is subtracted from the 2018 RAM Revenue Adjustment, the
impact of the change in the corporate income tax rate for plant added from 2013 through
2017 would be counted twice and would therefore be incorréct. The 2018 RAM Revenue
Adjustment already calculates the return on investment at the lower corporate income tax
rate on a curnulative basis for the plant added from 2013 through 2018, The method in
part ¢ appears to presume that the 2018 Rate Base RAM only calculates the return on
investment for plant additions in 2018, which would be in error.

Please sce Attachment 1 to this response.
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